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NOTE TO THE READER 



This report;_has been produced in three separate aijd distinct ^ 
volumes. Volume I "contains material related to the institutional 
management of student financial aid;' Volume II focuses ort the effect of 
the various aid programs on postsecondary students; the final volume is a 
Summary which highlights the most significant aspects of the study's 
findings. In lieu of a single abstract, the preface to each of the 
* sect ions of Volumes I and tl provides an overview of the material 
discussed therein - (Volume I contains fi^e sections; Volume II contains 
two" secition?) • For a sunsaary of the findings of both volumes, the reader 
is, of course, referredl to the Sunmary volume ^which was prepared for this 
purpose. 1 
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SECTION I 
INTRODUCTIO^I^ 



* Chapters 1 and 2, which comprise Section I, provide an overview of 
the Study of Program Management Procedures in the Campus. Based and Basic 
Grant Programs, and attempt to place this study in the context of current 
research^ on this subject. Included are ^iscussions'of the study's 
research approach and methodology, a brief outline of Federal 
responsibilities 'for financial aid, a historical summary, of the 
development of the student aid concept, as well as a survey of previous 
literature regarding the institutional role in student assistance. All 
of Gh&pter 1 is repeated ^n Volume II of this report, while- the latter 
portion of Chapter 2 is focused on institutionally related concerns. The* 
List of Selected References, which is "appended to Chapter 2, concentrates 
'primaril^^on literature which pe^rtains to the institutional tol^ in the^ 
student financ^i^i aid process,^ 
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INTRODUCTION 



CONTENTS OF THIS VOLUME 

. This report, the first of two volumes, is divided into five main 

s^tions. The first two sec tions ' provide general supporting information 

while sections III, TV, and V provide the empirical results- of t\is 

study. Sections I and 11 begin by sketching the background and context 

ofv the subject of student aid with emphasis upon institutional practices, 

i.e., the history of its development, a review of the extent of existing 

literature, and a discussion of the distribution of Federal student aid 

funds* Section III begins witlr a profile of institutional finaticial aid 

office operations and concludes with a discussion of tfhe interface 
» 

between tl^se offices and the Federal government. The finaL sections, 
e^gplore various aspects of the roJ.e of the institution regarding 
student-need analysis, budgeting, aid packaging, loan management, student 
i^nformation, Monitoring and validation. 
STUDY BACKGROUND 

^ ' \ 

This study is the third and^ final phase of the U.S. Office of 
Education's (USOE) assessment of the impact of Federal financifal aid 
programs gn pos tsecondary students, institutions, and state governments. 
Formally titled a *?§tudy of the Impact of Student Financial Aid 
Programs, or ''SISFAP," the components completed prior to this study 
include: 

# the design of a research strategy to assess. the impact of 
financial aid CSISFAP I); • 

• the study of the impact of Federal and state financial aid 
programs and policies on the choice process of pos tsecondaryx 
bound students (SISFAP II,- Study A); 



• the design . of a research strategy to assess tKe impact of 
financial aid (SISFAP I); * • 

• **^he study of the impact of Federal and state financial aid 

« programs and. policies ©n the choice process of x pos tsecondary 

bound students (stSFAP II, Study A) ; 

• the study of the way in which labor market conditions (and • 
perceptions thereof) interact with Educational costd and 
financial aid to influencfe access to postsecondary education 
(SISFAP II, Study B) ; ^ . 

. • the examination of the impact of financial aid on student 

persistence in postsecondary education (SISFAP II, Study C) ; and 

• the relationship between Federal arid state student aid programs 
(SISFAP II, Study D), 

This remaining component (SISFAP III) was intended to evaluate the 
effectiveness arid efficiency of procedures employed hy the Federal 
government mid by participating institutions of' postsecondary educatia^ 
to operate and manage the Campus Bashed and Basic Educational Opportunity 
Grant (BEOG) assistance programs. The BEOG program, currently funded at 
$2,56 biltion, is the'mainstay of U.S. student, aid. Jt is centrally 
administered by the U.S. Office of Education and provides the eligible 
postsecondary student with ^n entitlement to financial assistance which 
can be used at any of thousands of approved postsecondary institutions.. 
The amount of the entitlement is based upon the student ' s . need (as' 
derived from a uniformly applied formula), while actual awards are 
calculated using the cost of education^ at the school the student has 
chosen to attend. The Campus Based programs, on the other hand,, are 
administered locally by the staff of eligible institutions. They include 
the Supplemental Educational Opportunity Grant (SEOG); National Direct 
Student Loans (NDSL); and College' Work-Study (CWS) . 

THE -IMPETUS TOR THE STUDY 

Evaluations of the Federal student aid programs, from pro/ram. 
appropriations to the distribution of funds, have been mo stlj;! piecemeal 
in nature. Whil^ specific components of this complex system tave been 
examined at several levels of sophistication and detail, there\has been, 
prior -to the SISFAP project, no unified, comprehensive analysis. of the 
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FederaL government 's involvement in the provision of funds for post- 
secondary students* The need for such an in-depth, broad-sco^e study, 
however, 'did not long go unnoticed. In 1974-, the Nat;ional Task Force on 
Student Aid Problems (otherwise known as the Kepp^ Task Force) was 
f ormedn to examine a complex system that had become ••••increasingly...- 
troublesome to 'the general public ••.. "—^ Its charge was to examine the 
delivery system for student aid while ignoring the broader issues of an 
^appropriate social policy for the financing of postsecondary education. 
\Jhile the^ Task Force addressed many of the issues included in this study, 
its recommendations were 'derived in a deliberative fashion from the 
expertise of the various panel members^ As stated in its Final Report, 
its role^was to "integrate' and impl^ement the results of many existing 
eff <w^«-^into the broader form, of a total delivery system and then to 

achieve the support and backing of the associations and individuals who 

3/ 

can bring' them into b'eing."— ' In a significant sense, >tl}e proyblems 

identified by ttxe Ta$k Force and its recommendations formed the basis for 

*. • ■ 

the forma I^valuative effort represented by the SISFAP studies. 

RESEARCH OBJECTIVES ^ ^ ' ' ^ 

The Office of Education ' s * interest in examining theae programs and 
th^^ procedures is threefbld: to evaluate .the equity of the 
distribution qf Federal financial assistance, funds amon^ student^with 
similar characteristics; to identify the aid practices and procedures 
that best meet the objectives of the Federal programs; and to provide the 
data needed to develop a behavioral model of the flow of U.S. student aid 
dollars. Speoif ically , the study was designed to examine: 

# the relationships between program funding levels and program 

" objectives ; .> ^ ^ 

# • the factors influencing the decisions of institutions to 

participate in the progra^ms ; 

# the impact of applicatio^i and aid distribution procedures on 
both institutions and students; • 



-^Francis Keppel, National Task Force on Student Aid Problems; Fi nal 
Report (Washington, D.C. : U.S. Office of Education), p. TT 

2/ Ibid., p. 5. 
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• the factors affecting t\}e ability of pes tsetondary institutions 
to implement the programs in accordance with the needs o.f 
students and the regulations and guidelines issued by USOE; 

• the factors affecting the participation of students in these 
programs i inc luding counseling , consumer in format ion , / 
application processes, need de'termination, and aid packaging; 

• the burdens and benefits of program oversight procedures (e.g., 
.monitoring and validation) for both institutions and the Federal 

■ '^ * government; and 

• . ^ •/ 

* • the impact of these programs on pos1:secondary institutions, 
• particularly with regard to cost, changes in educational 
quality, and changes in student body composition. 

tThile this'report, and^the 5>otnpanipn volume on institutional 
practices, address most of these areas,- no attempt has' been made here to. 
duplicate the material covered m reports previously is^ue'd^'during this 
project. ^ listing of all such documents is provided in Apperfdi^'A. 

THE SCOPE OF FEDERAL SUPPORT TO ^OSTSECONDARY EDUCATION 

* * ■ • 

The pos tsecondary education sector represents a significant portion 
of this nation's economy. ■ According to the National Center far Education 
Statistics, as of autumn 1978, there were about 12.6 million students 
enrolled \^n more than 5,000 iastitutions of advanced learning. Of these, 

*11 .4 million 'w^re^enrolled in 3,046 traditional colleges, and the 

. " . *^ 

•remainder in p'roprietaBj&^chojols . labile slightly less than half of the 

colleges (l-,455) were publicly controlled, this component* enrolled almost 

80 percent of all college students. 

With regard to the financing of po^ tsllpondary education (see Exhibit 
f.l), the ifet^onal Center estimates that for fiscal year 1977 the 



revenues to all of postsecondary education t^otalled $43.4 billions, 34 
perceiit of which came from state andVlocal support, 21 percent from 
tuition and fees, and 17 percent fromNfhe Federal government. This is 
further illustrated below in Exhibit 1 



This massive influx of public monies into the postsecon/dary education 
sector has grown at an incredible rate since 1965, particularly in Che ^ 
ar-^a of Federal support (see' Table 1.1). During this 15-year period, the 
Federal funding of "postsecondary education has increased from 
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EXHIBIT 1.1: SOURCES OF. FUNDS FOR POSTSECONDARY EDUCATION 



Stfltt, and 

Fedtral 



SCflC* & Local 
Covcmatnt 



Ftdtrat 
CovcmatnC 



Privata 

Philanchropy 
and 
CndowoHtnc 
Earning ■ 



7f — r 



PotCfltcondary 

Cduc«tlon2^/ 

and 



Auxiliary 
Ent«rpr 



1/Aid to StudcQta 



Granta and acholarahlpa 



Aid diaCribuCed directly to 
•eudenta baa«d on 

a. !Yc«d 

b. Ability 



d. 



Special purpoasfl 
IncoM 



2* 



Aid diatributtd through 
inatitutiona baaed on 

f. Ttacd 

b. Ability 

c. Special purpoaaa 

d. (nco«e 



8« Loana (aubaidized portion) 



1. Direct loana 

Guartnteed lo«h« 

3. Inatituti onal loana 

4. Tuition defefVala, 



C. Tlx deduction! for faailiea or sCudenCa 



id to Inatitutiona 



A. General inatituCional aid 



Tuitiotfand payventJ 
Sud^et r^ropriaciona 
Luap %\m granta 

Vfrioua typea of capitation granta 
CranC|[ybaaed on othar unita of 

vorktoad or output * 
Eaployviant lubaidiea 
tfnra^tric'ead gifta 
Unrea tricked' eaminga 



B. Categorical aid (current) 



1. 
2. 
3. 



Program support 
Project granta and controcta 
Service contracta 
Reat^tcced gifta 
Reatricted earninga 



^« Conatructian aid 

1. Project jKrantt 

2. Direct and indirect intereat 

• iibaidiee 
3* Gifta 
4. Uiier chjrgea 

0. >^ax benafica 

1. Tax exeaptiona for tnscitutione 

2. Tax crf^dita for ^nora 

3. Tax deductiona for donora 

B. Other inacitutional aid* 

1. Ifv-kind gifta 

2. Uae of pMpertj, facilitiea, 
Y or ^quip«efl^% 

3. Ccooerjitive icrvicea 



Source: ' Mationa^ Conniission on trhe Financing of Postsecondary Education, 
Fran:ew.pj^^ for Axialyzing Postsecondary Education Financing 
policies , May 1974 » 
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E:\KI3IT 1,2:. FINANCING POSTSECONDfRY EDUCATION: WHERE DOES>QiE MON'EY CO^^E FROM? 




Total Federal Aid 
$12 billionl^ ' 



TOTAL 

Public'' 
Private 



$43.4 Billion 

$29.3 Billion 
$14.2 Billion 



Source: National Center for Education Statistics, Fiaancial Statistics of Insci 
• of Higher Educacion, I976-:^7. Table 123, 



rue ions 



- V ^ 

r^^cxing and 



d. Research, -^r 



—'^Includes: Studeac Aid, Insc tcucioaal Support, Program 

^cial Security — •Data from the Office of Manager^nt a^id Eud^et, :^pe 
^ .-^»al\'3i3, 15 7S,. r> • 
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TABLE 1.1: PERCENTAGE INCREASE IN FEDERAL SUPPORT TO POSTSECONDARY 
EDUCATION 1965-1979 ' ' 



• 




1 

-^ToC^l Percent Change 
1965-1979>. 


Average Annual 
. Percent Increase!/ - 




Research Support 
Institutional Support 
Aid to Students 


234 

222 . • 
3,830 


9- • 

,30 ^ , 



Source: 0MB, 1971--1979, Special Analyses, budget of^'the United States. 
i^^A compounded rate of increase, i.e. V2 ^ V|(l -f r)^» 

approximately $2 billion to a staggering $ 13 billion— a total increase of 
550 percent, or an average • annuiff^increase of about 13 percent. The most 
dramatic rise, as shown below, has occurred^ In the area o£ direct student 
assxst^^ce. ' . 

In 1965, it is est imated that the F^eral government provided^ about 
$200 million in student assistance; however, by 1979 total Federal 
outlays for students (inclusive of all programs e . g. , Office o'f 
Education, Social Securi^, Department of Defense, etc*) appi^oached $8 
billion. Even more telling is the fact thaD, in 1964, Federal assistance 
helped meet about two percent of ^total posfcisecoudary student costs; by 1 
1979, it is estimated that the Federal contribution had grown to about 15 
percent of the total. Clearly, the Federal government is rapidly 
approaching the status of a major partner in the provision of higher 
education to America *^ youth. 

CURRENT TOPICS OF THE DEBATE ON STUDENT FINANCIAL ASSISTANCE 

The first years of the 1980s will be especially crucial in charting 
the future course of Federal involvement, the role of the institution, 
and the perception of the student's place in the aid process. Therefore, 
the decision to .author ize^^a^^^^^t^ of this magnitude, scope, and cost on 
the topic of student financial aid was made with full awareness that its 
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final product would, among other things, provide a valuable reference for 
those engaged in considering the current issues of debate *on stlident 
f inane ial .assistance . These are briefly discussed b^low. 



Congressional Reauthorization 



The most active forum for the airing of views on the realm of Federal 

involvement in student* aid is the current ^drafting of the Reauthori^;ation 

of the Higher Education Act of 1965 by Congress. At the time of this 

writitigj*cj:he House of Repr^entatives has passed its own version of a 

i 

reauthorization bill, while the .appropriate Senate/ Committees are 
preparing to begin ^a majrk -up of its own reauthorization proposal* 

% 

The> scope of the debate on reauthorization has been virtually 
limitless* In addition to determining the levels at which the Basic 
Grant and^Campus Based programs are to he fund^i^ for the coming years, 
Congress will be examining other aspects of the fi^ncial aid process. 
Below^ are some examples of the issues which have*been set B%fore the 
Senate and Hbuse as they consider Title IV legislation: 

• 'refinement of the BEOG and Campus Based need analysis formulas 

(e.g., asset protection allowances, definition of *indepentfent 
student status); 

• financial aid funding for less than half-time .students ; 

• expansion of aid programs directed to assist graduate stu'Senfc^j. 

• restructuring of the Federally sponsored student loan prograitis 
(e.g., establishment of a national loan bank, consolidation 

the NI^L and Guaranteed Student Loan (GSL) programs); W 

• elimination of the payment of subminirnum wage to some College 
. Work^-Study recipients; and 

• X revision of the formula by which USOE allocates Campus Bas^d 

funds to participating institutions* 

Student -Consumer Issues 

The student-institution relationship has acquire^ new significa 
the last decade as society attempts to implement, through , massive federal 
funding programs, the American dream of open access and free choice in 
p^rtseco'ndary education for all citizeij^. In such a confext, 
institutions of higher education, logically and ethically, should deal 
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in a fair and businesslike manner both with students who enroll and with 
those who seek information about the educational service offered 

The above sis a rather concise codification of the issues which 
.form the basis for the student-consumer movement in the area of / 
student financial aid. Although students are 'the most} commonly 
identified ''consumers" of student financial aid, the term is also 
brbad* fenoWgh to include family members (e.*^*, parents", spouse) who 
are contributing to the support of pos tsecondary students. 
Student consumerism also covers issues which are not necessarily 
relevant to this discussion of 'financial aid, including employment 
prospects of graduates, for example. Elaine H. El-Khawa^, in an * ' 

article entitled "Effective Response to Consumerism," outlines the 
basic areas of student-consumer concern which can be applied to a 
number of aspects of pos tsecondary education. These are: 

1) protection from abuse, fraud, or misrepresentation; 

2) better understanding of available options and institutions; 

3) commitment to develop standards of "fair practice" in procedural 
aspects of the student-inst itutiona'l relationship; and ^ 

4) "assurances about ^adequate program quali ty'."^^/ 

Ms. El-Khawas views the ri3€i of student consumerism as a' very positive 

step. towards att overall improvement of postsecondary education. She 
« 

points out that in order to respond to the needs of consumers, an 
effective tripartite relationship will have to be established, with 
government, institutions, and students working in a cooperative manner. 
All parties, Ms. El-Khawas contends., mtist be prepared to reevaluate their 
present positions and practices: \ 

/ 

In its ca^l for increased responsiveness to the needs of 
students in t\{^ procedural aspects of their relationships with 
postsecondary institutions, consumferism represents »a general 



^/joan Stark, ed . , The Many Faces of Student Consumerism (Lexington, 
Mass.: Lexington Books , 1977) , p. TH 

—Elaine H. El-IQiawas, "Effective Responses to Consumerism," in Stark, 
ibid . , p. 125# 
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challenge to review existing practices and, as necessary, to develop new 
procedure^ to meet changing student needs .•^'^ 

The development of the Consumer Information Requirements" represents the 
initial Federal response, to this organized call for greater consumer 
awareness* .In the^'years ^ to come, those advocating student-consumer 
concerns hope to expand the consumer guidelines to cover a-broad range of 
student financial aid practices, including the awarding of aid"*, 
determining need, and assigning College Work-Study jobs. 

Uniformity of Practice 

The initiation of a system of Campus Basid student aid programs Was 
prompted b^ a belief among members of Congress and tJsOE that there are a 
variety of local factors which could, and should, influence the awarding 
of student financial assistance funds. However, one has only to examine 
the complexities involved in administering the Basic Grant Program to get 
a feel for the impossibility of centrally administering the awarding of 

upwards of $5 billion in student aid funds. 

I. 

^ By building in so much discretion on the institutional level, USOE 

has created a system, which contains some degree of uncertainty* In 
response to the existing structure of. these programs, inst itut ions 'will 
necessarily develop practices which* are unique to their own circum^ 
stances. The concern of USOE is not' so much the uniqueness of the 
practices, but rather that the outcomes they produce (the awarding of aid. 
to students) will not be consistent with' the broader program goals. From 
tlie Federal viewpoint, schools must use their Campus Based aid allotments 
to increase the potential for access and retention among students with 
the greatest relative need. At' this moment, USOE is consider,ing whether 
its * tradit ional reliance on the provision of guidance to financial aid. 
offices on proper practices is enough to ensure the ' ach ievement bt tKe^e 
• desiretl outcoiaes. The alternative is to promulgate regulations creating 
a more uniform model ot practice for all facets of the aid awarding 



i^El-Khawas,^ ibid ., p. 124. 
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process (see Volume I, Section 3, for greater detail thus leaving ^theJ- 

campuses with' an administrative rather than a policy-oriented role in the 

aid delivery 'system. Many of the subsequent chapters in this report will 

address the existence o*f vari»ant practices among institutions, I^ether 

* * 
the existence of such variance is a healthjij sign that the system i^ 

responsive to local considerations or symptomatic of a violation of the 

programs* legislative intent is the fulcrum of current debate on this 

ntetter. *i • . 

Prevention of Institutional Fraud \ 

1 — - — ■ — ■ ■ ^ . 

As a Corollary "to the above discussion, consider that USOE must 
undertake ^n ongoing effort to ensure that the* funds which it allocates 
are expended in accordance with the la^. By opting for a more 
decentralized method of aiding studejQts, USOE has, in fact, increased the 
potential for the abuse of -public monies. In a recent effort to impose 
external controls on the uses which .schools make of Federal aid funds, 
USOE has developed a sophisticated set of application and reporting 
requirements which provide it with descr^iptiohs of who redeived Federal 
student aid ^nd in what amounts. Additionally, "program review audits," 
which are conducted at the institution by USOE personnel, are designed to 
provide the Federal government with more detailed records of the specific 
practices olf selected aid offices. All of these methods of tracking 
institutional compliance are considered in detail in Volume I, 
Chapter U, of this repor^. Suffice it to say at this point that: USOE 
must attempt to walk a very narrowHine in this matter between properly 
pr(Stecting public monies and not burdening institutions with an 
inordinate amount of paperwork, 

RESEARCH APPROACH AND METHODOLOGY 

Due to the complex nature and large scope of this research project, 
it was divided into three stages. Stage I inaluded the description and 
evaluation of those operational ap['d managerial procedures which could be 
analyzed using existing data souQ:ces or interviews with USOE staff, and 
the development of a detailed research design for a national survey of 
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poscseeondary institutions and^^ents. In Stage tliis design was 
implemented usinsg a nationally rjepresentat iva sample of 172 pes tsecondary 
iiYst itutions and over 20,000 randomly selected students ♦ Stage III of 
the project, which was separately f.unded^and recently completed, was to 
assess the impact of the Middle Income '^Student Assistance Act (MISAA) pn 
the distribution of student finan(^^l aid# The assessme'nt was based on a 
quasi-experimental research design, carried out through a longitudinal 
follow-up .of the same schools visited during the Stage II survey* 

\^ile a detailed discussion of the research desigrv cao be found 

7 / " . • ! 

elsewhere,— the sampling strat;egy for this stifdy cart-'b.e easily 

summarised. First, a listing of school^ eligible to participate in , 

.either the Basic Grant or any of the Campus Based programs, was compiled 

using available USOE data files. Nextj^^e instTtutions were^stratified, 

or grouped, into one j>f 32 separate categories defined by the | following 

variables; 

• control: public, private, and proprietary; 

• level: University/4'-year , and 2-year or less; 

• participation (for proprietary schools only): BEOG only, and 
Campus Based schools ; ^ 

9 type of Program (for proprietary shools only): cosmetology, 

business, trade/technical, other; • . 

• state- effort in financial aid\ defined in terms of the number of 
need-~based progranjs offered: five or more programs, two to four 
programs, and one or fewer programs; 

• selectivity, defined in terms of the*school's average SAT/ACT . 
score for all entering freshmen: schools with averages above 
the median, and those below; and^ 

size: 1,000 students or less, and over 1,000 students* 



The nonprofit (public and private) 4-year schools were then ordered 
within ^ach group on the basis of their average^tu i t ion and fees so as to 
ensure adequate representation of/'this important v^ariable. Finally, two 
types of schools were deleted fro a this population listing prior to the 

J 



^'^Appli^ed Management Sciences, T( 



Student Survev Yield and Bias , fNovember 1979* 



chnica 1 Report Nq> 1: Sample DGsign^ 
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selection of the sample: those which were hospitgcl-bas^d (95S schools); 
and those which had been included 'in a study bei^^g conducted by DHEW's 
Bureau of Student Financial Assistance '^about 150. schools)* The former* i 
were excluded since they were atypical of the universe of schools in 
terms of their structure and the types of aid offered, and were not of 
particular policy interesti The latjter were dropped to avoid the 
potential for overburdening certain respondents • ^ * 

Once these strata had 'been formed, the sampl'e of 150 institutions 

originally desired was allocated to aach group in proportion to the 

« 

number in the population falling in each stratum, except that the initial 
division between profit-making and nonprofit schools was adjusted in the 
direction of the nonprofit institutions* This was necessary be^zause 
although the pro f it--making schools account for about 40 percent .o£ the 
schools, they account for only a small proportion of the students* At 
this point, the Office of Management and Budget (OMB) ^requested that the. 
*sampl^ of 4-year pubXic institutions be increased by 1^ schools. These 
^ex^a schools w^ere als^ allocated proportionally to eabh of the public 
institution strata, thereby increasing the total saidple to 175 
postsecondary institutions. The^ct;ia"l selection of the sample^ of 
schools to Participate ii^the survey was conducted randomly within each 
of 'the ^^^^oups, using the sam|^ing proportion described above.* 

Within each af the selected schools, a random sample of students was 
selected^ by the . individual ' local site Coordinators using detailed * 
procedures developed by Applied Management Sciences* Basically, the 
schdols^were requested to: 1) conipute a sampling ratio by dividing the 
total enrollment by the reqvi^^^ sample size; ^2) obtain a Tisting of all 
undergraduate students registered at least half time Ci*e*, eligible for 
^Federal student aid); 3) stratify them by class level if at least a 
2-year school; and 4) use- the sampling ratio to systematically select a 
random sample of students. In most cases, these j)rocedu^es required ojlly^ 
minimal adjustments to fit individual situations • ^^--©fcratl number of/ 

m 

ft '■ >V- 
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schools (approximately eight institutions) were unable to stratify their 
students by class prior to selection. This was due mainly to the 
combination of a^^lack' of data processing capability and an ^nr oilmen!: 
size too large to be handled manually. In these cases, the selection was 
made by the schools randomly without prior strat if ication» 

The practical work of responding to the objectives of this project 
can be summar ised as inc lud ing : 

• .the review of literature and of expert views on issues* of aid 
admin is trat ion; 

• . the codification and analysis of basic data on the past ' 

operations of the Federal programs — particularly the 
authorization and utilization of Federal funds; 

• a computer-based simulation analysis of -the Basic Grant program; 

• ^ the detailed, on-site investigation of financial aid pitactices 

in each of the 172 colleges and other pos tsecondary schools; 
this work, carried put in early 1979, included — 

— obtaining extensive statistical an«^^ other data on local aid 
offices, their work, and their prol?16ras; 

— * interviews with a number of campus oflf^icial^' direct Xy 

concerned with student aid, including school presidents and 
deans, business officers, and extended talks with aid 
personnel!; • ^ 

^ . ^ — surveys of a random sample of all undergraduate students ^ 

enrolled at each school irty-the study, to obtain matched . 
data oi> aid recipients and ^nonrecipient's ; and 

•r— extracts ^r^ the school records of the sampled 

undergraduate aid recipients, to obtain detailed dada on 
individual needs, counseling, and aid awards; 

o a less detailed mailed survey of an additional 1,100 schools, to 
obtain key data for more complex and precise analyses of 
^institutional administrative procedures • 

Collection of data and preparation for an^alysis are still underway for 
the last component listed above (the mailed institutional survey), and 
will be treated in a separate report to be prepared by the summer of 
1^80. The Stage III assessment of MISAA impact h#s been partially 
completed, and t!he results were reported to USOE during early April 1980. 
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This project has taken place, as* previously noted, during- a major 
Congressional debate over future policies and funding for these 
programs • Part of the 'function of this study, then, has also been to 
serve as a source of information for those deliberating about issues 
concerning student aidT^ The data gener^^ted for this project have a 
longec-range va^e'as well. Student financial aid is an emergent 
profession, the'^-nawcomet among administrative roles in higher? education. 
The scope of activities, the professional practices^ and other major 
elements of the field are not well codified^ State, regional, and 
national associations of financial aid officers, and others interested in 
this aspect of postsecondary education are' beginning to deal with this 
need to develop the profession, . Scattered articles and monographs ^ 
reflect a general suspicion that practices are widely variable, that some 
aid operations are inadequately supported, and that, in general, students 
do not get simil^ar treatment when they ^pproadu different institutions* 
This project provides the first unified^ data base for the ex;amination of 
these and related issues. It makes available a coordinated set of 
information on schools, aid, offices, and students. It is. the first^ 
attempt to assess, on a national scale, the performance of this critical 
part of the higher education system* ^ , . 
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BACKGROUNl?* 



The real d i lemma x^f American higher education 10 that we want so 
many to go to college but must charge them so much to do so. The 
history of the development and change in student financial aid in 
institutions of American higher efiucation is the history of 30O years> 
of struggling with this problem. . 



Rexford G. Moon, Jr.l^ 
INTRODUCTION 

In the five years since ^his was written, little has changed. 
Congress, f'acing the difficult 4:a3k of reauthojrizing the Higher Education 
Act, is being bombarded with proposals on ways to modify the manner in 
which students are now being supported— centralize the distribution of 
Campus Based aid; change the treatment of independent students; create 
separate student and parent* educational loan programs; distribute aid on 
the basis of income tax returns — and the list goes on- The struggle, it 
appears, has not yet been won. 

While some of. the' propositions now before Congress are directed 
toward relatively simple procedural changes, others challenge the broad 
goals of Federal postsecondary education policy — the provision of equal 
opportunity. The • decisions to be made are complex, and their impacts are 
both large and pervasive. At stake are over $5 billion in public monies 
per year and the futures of many postsecondary students and institutions. 



i^Rexford 6. Moon, Jr., "History. of Institutional Financial Aid in the 
United States," Perspectives on Financial ^id (New York, N.Y,: College 
Entrance Examination Board, 1975), p. 1. 



A BRIEF l^STORICAL PERSPECTj:VE 

The Origins of Federal Support: An Emphasis on Ins titutiouaX Support 

Support and coivt^ol of higher education has, from the earliest days, 
of this nation, been established as^he primary responsibility of the 
stateis. This basic assumption of the separation of authorTt^ has , until 
recetl^times, defined the Federal rafe as being mainly that of 
supplementing the efforts of the states. At the Constitutional 
Convention of 1787, sev^al proposals |i?ere advanced to empower the 

Federal government to establish institutions of higher education; all, 

2/ - . 
however., were rejected.^ / 

This commitment to the\ separation of authority, however, should not 
belie the long-established American tradition of respect for education, ^ 
"Given the dominant American ethos of 'democratic^ capitalism' and 'rugged 
individualism^^; higher edu^cation h^ had a value insofar- as, it has helped 
each Horatio Alger get ahead in ^the economic and social systemt''— 
America has not had a ^lass society in the European sense, and deep4)^' 
rooted in the operating norms .of the naj^j-onal policy is the belief that 
upward mobility can be achieved through hard work and advanced 
education. The attainment of universal higher education as a utilitarian 

goal, however, has developed over a long period of time. 

, , ,1 

Its roots can be traced to the' middle of the 19th century and- the 
presidency of Andrew Johnson. Embracing libertarian Jeffersonian 
philosophy, "Americans under Johnsonianism chose Co put their house in 
order..."-'' as part of the period of post-Civil War Reconstruction. 
The most notable step was the creation of a "Department of Education" on 
March .2, 1367, ending a long debate over the need to establish a place 



l^Gebrge N. Rains ford, Congress and Higher Education in the Nineteeth 
Century (Knoxville, Tennessee: 19727 University of Tennesse Press, 
1975), p. 17. 

l^hM. Gladieux, and Thomas R. Wolanin, Congress and the Colleges 
(Lexington, Massachusetts: Lexington Books, 1975) , p. 4. 

^''Frederick Rudolph, The American College and University (New York, 
N.Y.: Vintage Books, 1965), p. 203. 
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for eduq^tion in the Nation's Capitol.— Despite the symbolic 

importance of ratognition to education, it was the original Morrill Land 

Grant Act of iS62 (and the suhseqtient -Morrill Act of 1890), however, that 

provided what would eventually become the ultimate bases for mass - 

i 

participation in higher education by legitimising the role of the Federals 
goveinunent to ensure educational opportunity to classes of citizens 
previously excluded from such benefits. 

The original 1862 Morrill legislation granted each state 30,000 acres 
of land for each Senator and Representative it had in Congress. The lan^ 
was to be used to"^ establish one or more instituitions of ^igher education 
for the purposes of teaching subjects related to agriculture . and the 
mechanical arts (se^e 12 Stat*"" 503, 'July 2, 1862). While of great 
symbolic importance, it was the second Morrill Act of 1890 , that began the 
actual flow of Federal dollars for the direct support of institutions ^f 
higher education. Under this later Act;, Congress established an annual, 
graduated program of financi^ assistance. In both cases, however, the 
focuS of Federal support was the institution and not the individual . 
student. The latter wou]^ not arise until the mid'-20th cen#ury. 

The Beginnings of Federal Assistance to Student: The Early Focus on - 
Self-Help 

Direct Federal payments* to students, uniijfce Federal grants to 
institutions of higher , education, are of ratmer recent origin in the 
United States (see Exhibit 2.1). The first private endowment gift in 
American higher education was given to Harvard College in the 17th 
century for the establishment of scholarships and, until very recently, 
labst Federal student aid was Similarly restricted to institutional 
funds. In fact, sqpport *other than ''college money" played little role in 
this nation's student aid resourcefs* until the early part of- the 20th 
century. Faced with the devastating effects of World War I and economic 



•2^Richard Lykes, Higher Education and the U.S. Office of Education 
(1867 - 1953) (Washington,. D.C.: 1975), U.S. Office of Education, 
p. 3. 
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EXHIBIT 2/1: SIGNI|ICANT DATES IN THE FEDERAL SUPPORT OF HIGHER EDUCATION 

I. The Era of Institutional Support 

1785 Northwest Ordinance 

* 1787 Contract with the Ohio Company reserving two. totmships 

of land for the support of a university 
1802 Establishment of U.^^ Military Academy at'West Point 

1845 Establishment of U.S. Naval Academy at Annapolis 

* 1862 Passage of the Morrill Act . 

1867 Creation o£ the first Department of Education 

1874 ' Award of nautical training grants^f irs^^vidence of 

the principle of Federal ''matchirig grants" 
1879 First Federal grants to Howard University 

1887 Hatch Act establishing a system of agricultural 

t experiment stations 

1890 Passage of the Second Morrill Act 

1914 Passage of the Smith^Lever Act for agriculture and 

home economics extension 
1919 Fitst Surplus Property Disposal made to educational 

institutions 

. 1920 Firs t^ es tabLishment of ROTC units on college campuses 

IX. The Early Programs of Direct Student "Self-Help" ^pport 

1935 ""Creation of the National. Youth Administration 
1937 Public Health Service Fellowships inaugurated 

III. Continued Student Support - The Advent of Nonreturnable 
Support ^ ' ^ ' 

1944 Passage of the Serviceman's Readjustment Act 

19^6 Establishment of ' the*^'Fulbright Program" 

1952 First National Science Foundation Fellowship awarded 

1958 Passage of the National Defense Education Act 

1961 Passage of Fulbright-Hayes Act 

IV. The^ Current Programs - The Goal of Educational Opportunity 

1964 The Economic Opportunity Act 

1965 The Higher Education Act 

1972 yhe Education Amendments of 1972 

1976 The Education Amendments of 1976 

^ 1978 The Middle Income Student Assistance Act (MISAA) 

^ 1979 Creation of the Education Departftient 

1980 Reauthorization, of Higher Education Act 
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depression, direct: student: support grew out of a cocamitment to mitigate 
the impact of these events on Americans youths 

The advent (jf the Depression in the 1930s, with a quarter of the 
y labor force out of work, found vast numbers of studeutf^ eavmg schools 

apd colleges because their parents could no longer support them. As a 
means of stemming this tide of the unemployed, the Federal Emergency 
Relief Administration began a program very much like today's College 
•Work-Study program, to provide part-tune jobs on^ campus* to assist these 
^ young people to continue their education. Begun in 1933, this emergency 

effort continued until 1943, under the direction of the National Youth 
IVdministration. Overall, it has been estimated th^t over 6OOf906-^ 
■ students participated in the program between ^935 and 1943. 

All nonprofit institutions were eligible to participate, and each 
institution was given a. student employment quota based on a percentage of 
regular enrollment. Payments were made directly to students but 
institutions were responsible. for providing jobs and for selecting 
eligible particg.pants on the basis of financial need. »This emphasis on - 
need as an elig^ility criterion, while admittedly a response to »a 
broader social problem, established the precedent for the student 
assistance programs that were to come a quarter of a century later. 

The second program of direct Federal pay^nts to students, the 
student war loans, started during World War II, and was designed to 
encourage students pursuing degrees in medicine, science, or engineering 
^to compl-ete their education before going to work. Between 1943 and 1944, 
approximately $3 million was loaned to about 11,000 students. I^hile 
modest in nature, this program continued the early emphasis on self-help 
support but shifted the focus from current earnings (jobs) to future 
earnings (loans ) . 

The next step in the history of Fedes^I, support was the Serviceman's 

Readjustment Act of 1944 commonly known as the "G.I. Bill of Rights.'.* 

Building on the precedent established in the Morrill Act, the G.IV Bill 

authorized the most extensive program of aid to students by providing 

- educational benefits for tans of thousands of veterans.. The G,I. Bill 

i 
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included tuition and living allowances paid by the Veterans Administra- 
tion, and as Kaufman suggests: 

This legislation was based upon^ the assumption that educational 
opportunity was the right of the citizen and that this country had 
need for a highly^ educated population. Another assumption was that 
education would lead to behaviors that could onlvy increase the 
wellbeing of the individual and the general growth and development of 
the nation.^/ 

m 

The impetus for this program was a concern about what the nation' 
should do to assist tha returning veterans to reenter thf postwar 
economy* Having interrupted or delayed their education, the veterans 
were s^een as being entitled,^to some form of compensation.^ The G.I. Bil^l 
not only provided such compensation but also reduced the negative 
economic impact of a sudden additi^n^f millions of workers to an already 
stressed labor^ miarket . ' ^ 

The G,I. Bill of Rights is ijotable for two reasons: it represents * 
the first truly large^-scale Federal commitment to the direct support of 
postsecondary students; and it was the first program to provide such 
support in the form of nonreturnable^aid. The emphasis of the G,I. Bill, 
however, was not on financial need but rather on aiding those who had 
earned the right to receive public support* The objective of ensuring 
broad educational opportunity had not yet reached the level of Federal 
policy, ' 

The National Defenae Education Act 

By the late l95QSy FecS^^al commitments to higher education wererStill 

modest. In addition to the GI Bill, the most extensive programs were in 

the area of research support under the newly established National Science 

Foundation. However^ the launching of the first: man-made satellite by 

Che Soviet Union in 195^5, ushered in the era of increasing Federal 

involvement in highJ'5" eidfucation. The policy of . stat^ primacy was, at 

least for the moment, put aside in the race to compete with the Soviet 

Union. "Since Sputnik was a product of Soviet scientific manpower and 

^ It 

research, the United States wguld meet the challenge by doing better in 

i'^'MarCin L. Kaufman, "Federal Aid to Education: 1867-1971", Journal of 
Education , 1972 (154:3), p. 29. , • - , * 



these areas/— The hape of impr,<^ved scientific education led in 1958 
to the passage of the National defense Education Act CNDEA) which made 
available low-interest, long-term loans' to needy students whose academic 
abilities and choice of curriculum qualified them for such assistance* 
^^hile the Act did not include the provision of aonreturnable aid (this 
was a point of deep cohtroversy during the legislative debates), its 
passage was a ].andmark in Federal higher education policy. Although it 
was initially proposed as a temporary measure, it has become, as the 
National Direct Student Loan CNDSL) program, permanent part of what is 
today a far broader effort to assist students. 

The Higher Education Acta^ of 1965 and. 1972; The Commitment to 
Educational Opportunity 

As the NDEA grew out of the need to counter a perceived threat to 
national security, the- programs of the 1960s also evolved fxom feelings 

of national need. Unlike the earliet cage, however, the need here was 

'J 

clearly internal. Following the landslide victory of Lyndon Johnson in 
1964, the Administration launched the "Great Society^ s War on Poverty" - 
with the passage of both the Economic Opportunity Act and the Civil 
Rights Act. The former supplied- job opportunities to low-income students 
through the College Work-Study Program. The following. year , 1965, was 
dominated by historic legislation: ^Medicare; the Voting Rights Act; the 
Elementary and Secondary Act (ESEA); and, in the wake of ESEA, the Higher 
Education Act of 1965 (HEA-'65).' 

Although the importance of HEA'-65 was initial^ obscured by the 
education community's focus on ESEA, it's passage clearly established a 
new social commitment to the advancement of equal educational opportunity 
thrt)ugh ' increased support for higher education. The benefits of 
postsecondary education..." are to be made available to all "...qualified 



l^Gladieux and Wolanin (1976), p. 9. 
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students vho, for the lack of financial means, would be unable to obtain 

8/ 

'Such benefits without...'— the availability of external assistance* 

an ou-tgro'wth of the war on poverty and discrimination, public 
attention was. finally focused, the financial obstacles to higher 
education, and public monies were targeted to people who\::£quired help in 
overcoming this barrier, 

The nation's conanitment to equal opportunity was not an invention of 
• the ferment of the 1960s, but was, rather, the natural result of a 
philosophical perspective that has run through years of American higher 
education. The land-grant college n;ovement, the GI Bill, and the postwar 
enrollment boom, all worked to achieve greater access to the benefits of 
continued education. "But in the 1960s, the concept 'and the ideaT of 
equal educational opportunity took on new dimensions, a new urgency, and 
a central place in public policymaking for higher education. At the 
opening of the 1970s it was perceived as major part of the nation's 
unfinished business.'—^ • ' * . 

What is most striking about the Higher Education Act is its 
establishment of a "moral imperative" to correct earlier wrongs. The 
climate of the time was dominated by a new consciousness — the nation 
became committed td resolving many of its long-standing social ills, 
particularly the breaking of the "poverty cycle." Such introspection 
affectW every sector of the society, including the higher education 
community. Campuses everj^ere were forced to examine their records for 
failures to extend the educational opportunities to ethnic minorities and 
the economically disadvantaged. 

^ The result was a significant departure from the traditional 
determinants of access to scholastic benefits. No longer was eligibility 
to be based solely on merit. With the exception of a vague provision 
that^*evidence of academic or creative promise" be demonstrated, 

i^Higher Education Act of 1965, Part A, Subpart 2, Section 413A(a). 



l^Gladieux and Wo Ian in, p. 15. 
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eligibility was to be "fc^sed, above all, on economic need, ^^ereas 
education had previously been called upon to meet the national needs for 
trained manpower and to expand research, it was now being asked to be the 
"great equalizer" of Americans citizens. 

. Whil^ quantitative evidence has not been strong in the ability of 
education to ameliorate the effects of poverty, Jencks has indicated that: 

..•educational attainment is by far the most powerful measurable 
determinant of occupational status.... labile we should be wary of 
assuming that access to higher education has a decisive causal effect 
on a man's chances of upward or downward mobility, it seems fairly- 
likely that it does have* some effect. 

Similarly, Schultz contends that the provision of expan4ed educational 

opportunities has "••.been a major factor during .recent decades 

% . . . 11/^ 

changing the distribution of personal income." — ' James Coleman, 

examining the broad issues of educational opportunity, has pointed out 

* that the responsibility for such opportunity has evolved in this country 

from the passive role of providing free public education resources to be 

used by the family to an active responsibility for creating equality 'of 

12/ 

educational^ achievement . — Jencks, in a related context analyzing the 
effects of higher edufiation on social mobility, concludes tha^t: 

There are, after all, only two ways to m^ke men equal: we can reduce 

the privilege of the elite or we can increase the privilege of the 

nonelite. • • .* The only practical * way to move towards equality, then, 
is to help tliose at the lower levels of society.!^/ 



^H^Christopher Jencks, "Social Stratification and Higher Education," 
Harvard Educational Review , 1968, Vof. 78, pp. 227-316. 

—^Theodore W. Schultz, "Resources for Higher Education: An Economist's 
View," Journal of Political Economy , May/June 1969, Vol. 76, p* 3. 

12/ 

i— Barnes Coleman, "The Concept , of Equality of Educational Opportunity," 
Harvard Educational Review , 1968^, Vol. 38, pp/ 7--22. 

13/ ' 

— Jencks, ibid. , p. 316. '> 
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Clearly, this has been the intenfi of the Federal student assistance 

programs which have' evolved since the passage of the Higher Education Act 

« 

of 1965 (HEA-65)'. • 

This landmark law (HEA-65) included tive major components: 

# the establishment of the first program of Federal scholarship^ ^ 
for college undergraduates, the ^'Educational Opportunity Grants" 
program, which provided grants^, to students '*of exceptional 
financial need;" 

• the transfer of the recently created College Work-Study CCWS) 
program to the tI*S. Office of Education (USOE) where the 
government^ provided 80 percent of the cost. of part-time jobsJjEoi 

. students (preference was given to students from low-income ^ 
families); » 

# ' renewal of the National Defense Student Loan Program; 

• ■ the establishment of the Guaranteed Student Loan (GSL) program 

to increase t^* 4yailability of private capital for student 
loans ( f or ^he ' stlidents whose families liad adjusted incomes of 
less than $15,000, an interest subsidy was also provided while 
the student was in* schoot); and 

;atdgorical funding, for buildings and equipment such as 
assistance for college . libraries and aid to developing 
institutions. 

The first three programs were ''need based" as distinguished frtm 
veterans' benefits, or from institutional scholarships given for talent * 
or -academic achievement alone. The GSL program was included in order to 
provide support primarily to middle-income families and as a mean^""^ 
diffuse the growing support for the use of^- income tfix credits to aid, 
postsecondary students. The GSL component also established the first 
consumer protection legislation for Federal support to higher education 
which was to be later formalized in the Education Amendments of 1976. 

With the exception bf GSL, the student aid programs established under, 
HEA-65 used a "Campus Based" administrative structure. College and 
university administrators were given broad authority to ascertain which 



l^'^^In 1972 the Educational Opportunity Grants program was modified and 
renamed the Supplemental Educational Opportunity Grants program 
(SEOG). National Defenae Student Loans were renamed National Direct' 
Student Loans (NDSL). ' ^ 

r 
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students needad aid And to decide how much Federal aid each student 



reeeive, labile th 



should reeeive, labile this approach relieved USOE of mos.t of the 
■ staffing and managemertt: burdens involved in carrying out the new '* 
commitment to equal opportunity in higher education, it soon gave rise to 
serious probl-ems. As Gladieux and Wolanin write: 

The conviction grew among the HEW planners that the delivery system 
for federal student aid was haphazard and inconsistent. The system 
seemed to fail... to provide students with adequate knowledge cff the 
amount of aid tHey could count "on; too many coq^t ingq^ncies were 
involved. Above all, the system seemed to violate an important 
Qirinciple s that students with the same financial r;eed should be 
treated equally»J:2.^ 

Also during this period, many institutions saw cosjr!^ rising faster 

"Nt^jjan their revenues, leading- to what Cheit referred to as*a "new 

16/ 9^ 

depression in higher education*"— The drive for equality of 

opportunity placed new burdens upon higher educatictf^^insti tut ions to 
adapt themselves ' to a new and different group of students. Compounding 
the problem were^the growing financial crises facing many colleges, 
campus unrest, and a new wave of student consumerism. IP any single word 
can sum up the period of the^ early 1960s to the .early 1970s it would be 

."reform." * ' . , . 

A ^ • . . . - ^ > 

In need of increased revenues, institution^ turned to the Federal 

government for ways to ease l-hS burden, ^^fhile a large part of the ^ 

academic community, and many in Congress, favored keeping, tuitions low 



Lawrence E. Gl^diau"^, and Thomas R. Wglanin, Congress and the 
Colleges (Lexington, Massact^isetts: Lexington Books, 1976), p. 62* 

ii^Earl Cheit, The New Depression . in Higher Education (New York, N.Y.: 
McGraw'Hill, 1971). ' 
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and persuading the Federal government to give^nsti tut ions more money, a 
different approach prevailed.—^ Reports of the Carnegie Commission 
and the Committee .for 'Ecpilomic Development recommended that tuitions at 
public* inst itutionsyi^e gradually .raised, provided adequate aid for lou- 
and mi ddle~- income students was made available. lYi princ.iple, this would 
capture some of the tuition subsidies received by high-income students 
and redistribute those funds to support low-income students, arid to 
.increase institutions' revenues. After much debate, Congress passed the 
Educatioi) Amendments of 1972 (EA-72) which resulted in direct student aid 
rather than increased institutional assistance. By so doing, the Federal 
government' abandoned its previous emphasis on* "categorical" programs and 
sought to advance the concept ^ equal educational oSpportunity • The 
Federal government became a separate actor in the delivery of 
postsecondary education and established, at least for • the time being, 
direct financial ax\ to students as the primary method of supports to 
higher education. , . • ^ 

The debate over Federal student aid policy during the passage of 
EA-72 was, 'and continues to be, centered on proposals for direct aid to 
students (and/or their families) and aid to institutions. The 
differences are significant sir^e they touch upon serious issues of 
Federalism — how the burden of payiil^ for .higher education should be 
shared and how control should be distributed. 

On the side of "who pays," the concern has been related to the 

effects of what is often called "the cost spiral." It has been contended 

that by making the student the dominant beneficiary of aid, the Federal^^ 

government i^ould be creating an upward* pressure on college tuitions that 

would req-uire continually increasing amounts of Federal aicp^to help 

students cope with the inflationary spiral. On the other hand, direct 

aid to institutions often cited as the way to relieve the pressure of 

increasing costs;' would have the Federal government, in effec?, * 

underwriting the nation'-s higher education institutions. 

» 



—^Howard R. Bowen, Financing Higher Education: The Current State of 
the Debate y AiQeri(^an Association of Colleges, 1974. 
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The selected strategies also substantially affect the extant power 

relationships. If more funds are channeled to students, their choices 

and preferences would influence educational decision-making, . 

Alternatively, a strategy of direct institutional support would put the 

college administration in the proverbial "driver's seat,"* Greater 

support for state programs would similarly shift the control to the state 

legislatures. Relied to the ajrgument of control are the issues of ' 

diversity and ^juality in higher education. An argument for direct 

student aid has the greater likelihood of making institutions more 

responsive to market pressures. Supporters of institutional support • 

counter that the only .way to insure diversity and quality is to guarantee 

the survival of the greatest number of institutions (public as well as 

ft # 

private), ^ 

While renewing the other Campus "Based^.^grbgrdSas , EA^72 founded the 
Sdate Student Incentive Grant, program (SSIG) to expand the role of states 
in providing educational opportunity, and als^ created a new program of 
Basic Educational Opportunity Grants CBEOG) , Tha BEOG program differs 
from the Campus Based programs of student aid in that USOE, with 
Congressional approval, determiners the criteria ,and calculations to be 
used in assessing applicants' ability to pay for education. A single 
^fortnula is applied uniformly throughout the nation and, unlike Campus 
Based aid, BEOGs are "portable." Once a student has established his/her 
eligibility for a BEOG, heVshe can claim the grant for use at any 
eligible pos tsecon'dary institution in the country. In so' dojUrg, however, 
the Federal government created a dual system of student aid 
administration — one for BEOG and a second for the Canipus Based programs. 

The result of these actions has been the creation of a system that ^ is 
",,, frustrating, unreasonable, intimidating and mysterious. Many public 
officials and administrators perceive it as unjustifiably complex, 
inconsistent, ifliequitable, The^e conditions persist- in ^pite of the 
efforts of elected officials, administrators in government and education, 

2.. 13 



and studeAt groups.'' — ' Since 1972, . both government and institutional 
officials Aiave made^ frequent attempts to reduce this confusion, 
complexipy, and inconsistency in student aid. Most notably, in 1974 the 
National Task Force on Student Aia^^p^bl ems (the "Keppel TaskTorce'') 
*made an effort to deal with the apparent variation in governmental and 
institutional practices. Francis Keppel chaired the group of .representa- 
tives from the College Entratice Examination Board, American College 
Testing Program, private foundations, educational institutions, ^state 
student aid programs, anjl USOE. Participants limited their attention to 
matters of administration and coordination and did not attempt to deal 
with problems of social policy ^nd program design. They sought to 
identify steps that could be taken voluntarily by individuals and * 
organizations direqtly involved, rather than by the imposition of Federal 
control . The final report of the Keppel Task Force included recommenda- 
tions regarding standardization of need analysis, application forms, 
timing and coordination of decisions, packaging, personnel* and training, 
and student appeals procedures.—^ ' 

In spite of these recurrent efforts to simplify and'^ystemadize ^ 
stuc^ent aid, the diversity in practices still exists. As cot^^cluded ' by 
Applied Management Sciences in our Site Visit Report ; 

The schools are. not always likely to fit a predetermined model of a 
well-run financial aid operation, either in tho^? level of effort and 
resources they commit to this function. or in the basic knowledge they 
may have of principles of financial aid operations.... We can re.port 
majo£ variatidh« from school to school in size, salary levels, and 
degyees of experience of financial aid personnel; in the level of 
sophistication of aid packaging philosophies; in the rigor and 
objectivity of needs analysis systems. The range of variation in 
level of practice would appear to be astonishingly large. Some 
institutions have highly refined, rationalized, explicit. 



1 o/ • 

— Harlan Cooper, Diversity in College and University Administration of 
Federal Student Financial Aid , Doctoral Dissertation, Stanford 
University, 1979, p. 13. 

19/ 

^'Francis Keppel, National Task Force on Student Aid Problems. Final 
Report (Washington, D.C,: U.S. Office of Education), 1975. 
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we 11 -supported systems for distributing aid to students efficiently 
and fairly. Others appear to have no organized, system of 
distribution whatever ••• 



If a single word^ could be used to categorize our preliminary findings, it- 
would be diversity > Preconceived assumptions of a systematic pattern of 
aid distribution do not appear to ma^tch reality, at least on the basi^ of 
our early analysis of the data. This is not to ^say t^t diversity is, 
in and of itself, a necessarily negative finding. . On the contrai^y, one 
would expect differences to «xist among schools, part icu^rly> since the 
Campus Based programs were designed to best meet the neys of individual 
aid applicants. However, the differences observed frc^one school to the 
next were not confined to matters of professional approach (such as 
packaging philosophies for assembling aid for particular kind's pf 
students) or of discretionary practice (such' as tfte choice to emphasize 
or de-emphasiz(& various Campus Based programs).^. Such ^f actors were 
expected to vary (and in fact -they did). What was nc5t expected was the 
extent of these variations; the equally striking variance in the aid . 
officers' budgetary and administrative support^, working conditions , and 
kinds of student aid resources that were available; and, most 
importantly, the Absence, in some cases, of any systematic procedures for 
dealing with all these matters. 

The Federal aid 'programs and their institutional administrative 
structure are vulnerable to critics who seek to replace: a perceived 
situation of unbridled discretion with increased government reguJ.ation; 
institutional administration for government administration; BEOG for 
Campus Based programs; or direct government transfers for income tax 
"expenditures." Each new proposal for change has seemingly attempted to 
move toward increased centralization in terms of both policy-setting and 
program administration. In fact, adoption of a tax credit approach, like 



~^Applied Management Sciences, Inc., Study of Program Managem^ftt 

Procedures in the Campus-Based and Basic Grant Programs: Site Visit . 
Report,^ J Vine 1979. 
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^ that recently considered by the Congress, would have shifted the 

administration of student aid from USOE and postsecondary institutions to 
'the Internal Revenue Service. 

The Post-1972 Period 

In the period since the passage of the Education Amendments of 1972, 

the financial aid community has worked towards the refinement df the 

existing -system* The Campus Based and Basic Grant programs were 

reaffirmed by the Congress through the passage of the Education 

Amendments of 1976. Rather than electing to restructure the aid 

programs, Congress bolstered them with the addition of new fuiyding. As 

part of this legislatibn, the maximum BEOG award was raised from $1400 to 

$1600. Additionally, the amendments included the Student Constimer 

Information Requirements. These requirements recognized the rights o'f 

students to have access to detailed, accurate information on all 

Federally sponsored student aid programs, expanding on a theme first 

21/ 

included in the GSL provisions of the Education Amendments of 1972. — 
Student Consumer Information Requirements are detailed in Volume I, . ^ 
Chapter 11, of this report. 

The continued commitment of the ^Federal government to expand the 
'existing aid programs is further evidenced by the passage of the Middle 
IncoBje Student Assistance Act (MISAA) in 1978. At the behest of 
President Carter, the Congress allocated significantly more funds to' each 
of the Federal aid programs and m^de changes in need analysis* formulas in 
order to extend eligibility for stt^dent aid to personnel from middle 
^ class circumstances. MISAA also raised the maximum BEOG award to $1800 

and lifted all income criteria from t^he regulation governing Guaranteed 
22/ 

Student Loans. — 



iL/The S tudent Consumer Information Requirement also mandated that 
institution provide enrollees and proi^pective students with a wide 
range of information on education and ^career-^related topics. 

Zi. ^A thorough discussion of MISAA and its effect on students is 

contained in "The Study of the Impact of the Middle Income Studen't 
Assistance Act" which was conducted by Applied Management Sciences as 
a follow-up to this study ♦ 
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The latest legislative step was the creation of the Department of \': 
Education in 197.9* Although it may ndt directly affect the current state 
of student aid, the Department (ED, as it will/be knovm), scheduled to 
open its doors in May of 1980, shifts the location of pos tsecondary 
programs within the Executive Branch. The Secretary of Education and the 
Assistant Secretary for Postseqondary Education will have major roles in 
shaping the future of student financial assistance. 

POLICY GOALS .* 

The passage of the 1972 Education Act^, as discussed above, created a 
basic charter for Federal higher educa^C^on policy; one that has had 
enduring significance oVer^the ending eight years. As Gladieux and 
Wolanin point out, "...the policy themes were largely unarticulated 
during passage of the law and are only implicit in it. Others \were 
voiced again and again but only in catch phrases,.. — They identify 
eight distinct, albeit interrelated, themes: equal opportunity; student 
sovereignty; the division of Federal/state roles; Federal/state 
partnership; broadening the educational mainstream; reform and 
innovation; information and accountability; and continuity. . Some of 
these aims are complementary while others are clearly at odds, '^'^y 
reflect the very nature of higher education legislation, i.e., a 
collection of values and objectives that do not reflect a coordinated or 
cdtierent philosophy. 

Equal Opportunity 

Above all, the goal of equal opport'unity dominates bot*h the law and 
the legislative history. The principal objective is the removal of 
financial barriers which might otherwise deter an individual from the 
pursuit of education or training beyond high scho<)l. As Fife points out, 
this goal has three objectives: 

• to provide students access to a pos tsecondary education; 

• to allow students reasonable choice, i.e.., freedom to select the 
particular source of .this education; and 



23/gI adiuex and Wolanin, pp. 223-224, 
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• to permit retention or persistence, i,«,, to enable the student 
to pursue this education to its cone lus ion. iZ' 

These are all distributive issues in that they deal with the ways in 
which the benefits of student aid are meted out, to individuals. 

For an individual to achieve equal educational opportunity, there 
must first be available the access (defined as the student's 
participation in. some form of postsecondary education) to an institution 
of higher education. As stated by the Carnegie Commission: 

We favor, on the other hand, universal access for those who want to ' 
enter institutions of higher education, are able to make reasonable 
progress after enrollment, and can benefit from at tendance .25;/ 

Furthermore, the role of student financial aid programs should be to 

eliminate the financial barriers that prevent the attainment of this 

26/ " 

universal access • — As commonly interpreted, this means that all 
students should have an "equal chance" to advance their education, 
regardless of their individual intelligence or motivation. 

Student access to postsecondary education is influenced by Federal 
policies in several ways. ^ ^^icies that either increase a student's 
anticipated future income streata (e*g,, affirmative action impact or 
employment opportunities for members of minority groups) or decrease the 
costs associated with college attendance (e.g., grants-in-aid, 
fellox^ships) favorably affect the expected rate of return. Federal BEOG, 



—'Jonathan D* Fife, Applying the Goals of Student Financial Aid 
(Washington, D,C.: American Association for Higher Education, 
1975), p. 1. 

25/ 

— 'Carnegie Commission on Higher Education, Quality and Equality : 

Revised Recommendations. New Levels of Federal Responsibility for 
Higher Education (New York, N.Y*: McGraw Hill Company, 1970). 

l^^The National Commission '^n Financing Postsecondary Education, 
Financing Postsecondary Education in the United States 
(Washington, D,C,, 1973), p. 53. 
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SEOG, and the State Student Incentive Grant ^SSIG) programs are one 
strategy for encouraging further education for thosegwith limited • • 
resources. 

The grant programs, of wljich BEOG is by: far the largest, ^tempt to 
meet this objective by equalizing the financial barriers faced by 
potential students across family wealth levels/ Toward this end, 
expected family contributions from assets and income are calculated, a 
level of student self-help is assumed, and grants are given to offset 
differences in family aid to the student among participants. Thus, Basic 
Grants may be seen as an attempt to' equalize , total nonreturnable aid 
(including expected parental contributiort) that students receive at 
similarly priced institutions. The. remaining price (cost pf education 
minus nonreturnable aid) that students face fgr their postsecondary 
education i^ assumed to be made up by students' loan and work. 

A second way in which Federal programs may encourage increased ^ 
postsecondary participation is to neutralize imperfections in capital and 
employment markets by making "self-help" a readily available option for 
the student. The GSL and NDSI, programs are designed to provide a more 
adequate capital market for students who otherwise would be unduly 
penalg^zed. Work^-study programs, by providing educationally related 
on-campus employment, are also an important part of this strategy. 

, / > ^. ^ 

Third, insofar as go/ no-go decisions are based on student 

perceptions, improved information, advisement, and counseling contribute 
to better informed judgments. Talent Search and Upward Bound programs 
are example^ of this Federal strategy. Other programs that assist in 
recruitment, provide career and occupational counseling, or provide 
supportive services (remediation, veterans' counselors), add to the 
information flow or help to instill confidence in students to advance 
their education. Thus, there are a variety of ways in which Federal * 
programs impinge on the access decision and help to reduce barriers to 
further education. 



/ 
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The second component, choice, is dependent upon the issues of access, 
i»e.', before a student can choose a particular school or educational . 
program, .he/she must have access to^alternatives. As Pesqueire has noted 

Equal opportunity really is a txg^o^f aceted concept. T^t is to say, 
first, we should'speak of access to an equity in postsecondary 
education in terms of rates and patterns of enrollment. Secondly,' we 
should speak of access to apd equity in types or levels- of 
institutions. There are two dimensions viS"-a^vis equality of 
educational opportunity in higher education - choice as well as 
access. 27^/ ' 

Implicit in the goal of choice is the belief that a student's motivation 
in selecting a particular institution should be based primarily on 
aonfinancial considerations. In addition, as Fife states: 

* C 

Promotion of choice also recognizes that by allowing freer movement 
between institutions of various casts, greater competition will be 
f encouraged. It is hypothesized that by increasing the dynamics of 
^ the market-place, institutions will be forced to become morfe 
sensitive 'to the student's educational needs. Students, on the other 
hand,>should be expected to select institutions that will provide 
them with the most education for their money. This will stimulate 
the less efficient institutions to reexamine their organization and 
strive to become more efficient to compete with other , 
institutions . 28/ ^ 

The resi^lting diversity and competition among institutions can bar^tltbught 
of, then, as a secondary goal of student aid, 

College choice — that is, broadening the feasible set of options from 
which a student selects an institution XtO attend-^is also affected by 
Federal' programs. Grant-in-aid programs, such as BEOG, which base 
assistance levels on the cost of college attended^, help to raise the 
pe^ce*lhn%d rate of return for high tuition options^. If student;3 are to be 
enabled to select an institution that best fits t^^eir educational needs, x 
then reducing differences in cost that are unrelated, to education^"^ 



IZ^R.E. Pesqueire, "Equal Opportunity in Higher Educatio^: Choice as 
Well as Access," College Board Review ^No. 97 (Fall- ](975 ) , p. 33. 

li^Fife, ibid., p. 33. 
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program or quality provides a greater measure of equality of opportunity 

to the studetit with limited means. Improved information and differential 

assi/cance levels (based on tuition charges) are strategies that broaden 

the range, of choice far potential students among public and independent 

institutions, and between community college vocational programs and 

* • * 

proprietary schools. * > 

Tt^ final area, persistence^, is r'elated to the student's ability to 
comp^"^^ his/her educaitional ^objectives. .Strategies affecting 
persistence are analogous to access strategies; completioa crt a course of 
study cin be considered to be a continuous series of go/no-go decisions 
based on reevalua tions of added costs and benefits. In today's world, 
where droppinj-out or stopping-out are more commbn,^the concept of 
persistence must be extended over the period of adult life. Late 
entrance, or reentrance, is becoming mote pommon, and Federal programs^ 
are significant insofar ass they may penalise, or be especially designed 
to .assist, the older out-of-phase student. 

% The rates of return^ to investment in higher education are not linear 

with respect to the number of years completed, • In fact, as Olson, White," 

and Shefrin pbint out,^ ^^college should be taken as a package or not at 

all due to the large, )>ositive. effect of the fourth year of college (a 

29/ 

possible 'sheepskin effect')." — Yeft,,as is known, the dropout rates 
for college students a!te extremely high. Using National Longitudinal 
Study data as a source, of"^ chose in the high school class of 1972 who 
entered community colleges in the fall of 1972, only 63 percent continued 
in i973. Similarly, for those who attende^a 4-year college in 1972,- 
only 68 percent continued in 1974. 

A major assumption underlying student aid programs is that many needy 
students require financial assistance in \)rder to remain in school. 



29/ 



Lawrence Olson ^ Halbert tVhite, and H.M. 'Shefrin, ."Optimal Investment 
in Schooliag When Incomes Are Ri^ky," Journal of Political Sconom^ , 
Volume 87, No. 3, 1979. 
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This hypothesis is supported by the receat findings of Max^>?ell who 
concludes that, controlling for parental income, type of institution 
attended, race and educational cost, ^'•..aid always increases 

persistence .a^bd is particularly effective for low income students who 

u . . " ii30/ 
pay low or high tuition^... — 

<• 

Therefore, the third goal that must be met for the achievement of 

equal educational opportunity is 'that oi retention. As long as they are 

qualified and motivated, students should be afforded the opportunity to 

pursue their education to its completion. I^ile this may seem obvious, 

it has been often overlooked. Most student aid programs fiave sought to 

maximize the breadth of the distribution of aid funds and have not 

provided sufficient emphasis on continuing support for ongoing 
31/ . 

students. — ^ % 

9 

S tudent SoveVe ignty * * * 

As a corollary to the goal of equal opportunity, the law adhered to 
the- concept of student sovereignty in the market for pos tsecondary ' 
education, i»e., the choices of students, and*not institutions, ^re given 
first priority in Federal support £o higher education. While arguments 
were advanced for institutional support as a means of ensuring the 
survival of private schools in particular, the legislation has clearly 
articulate4 a desire to place the power of choice in the hands of needy 

students. The integrity of the nation* s institutions, while an important 

t 

goal, was seen to be secondary' to responsiveness to student needs. 
The Provision of Federal-State Roles 

«t — — — 

The 1972 Education Act clearly reaffirmed the long-standing boundary 
between state and Federal authority. Vrop^^^s to underwrite the entire 
higher education system were rejected in/favor of filling spe«^fic gaps 



^ 22/james Maxwell, "Effect of FinancialyAid on Persistence in College,*' 

Paper presented at the Annual Me^^ng of the American Education 
f Research Association, 1980, p^^iO. 



/ 



li'^National Task Force, 1975y-^lbid. 
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in the existing patteirns of distribution. To the extent that equality of 
opportunity was not being affotded to certain types of students, the 
Federal role would be to address such inequities. The states would 
retain primary responsibility for the provision of educational services, 

Federal-State Partnership ^ 

While on the one hand articulating support for state primacy, the 
1972 Education Act also sought to encourage fonas of. Federal-state 
partnership. Specifically, it created the State Student Incentive Grant 
Program (SSIG) which established a Federal-state matching arrangement to 
increase funding of state^*administered scholarships^ for needy students, 
the intent being to enlist the aid of the states in the drive to achieve 
the goal of equal educational opportunity. ' 

Broadening the Educational Mainstream 

The Act gave recognition to nontradi tional students and institu- 
tions. \Ttxile move remains to be done in this area, the extention of 
support to vocational programs and to students who- attend less than full 
time resulted in the Federal adoption of a broader view of postsecondary 
education and one that was far more realistic considering the trend 
towards Hfetiipe learning and thei^growing emphasis on occupational 
training. * ^ ' * " ^ 

Reform and Innovation * . 

In addition to broadening the rea]^ of higher education^ the 19.72 Act 

also established mechanisms which, a^^it indirectly, wOuld work to 

encourage change in ^he educational establishment. As /Gladieux and * 

Wolanin suggest, the intent was that "...students, 'voting with their 

feet/ will carry Federal funds into the schools they decide to attend. 

Moreover, the adoption of the concept of postsecondary education gave 

federal recognitiion to a broader range of options — a bigger marketplace — . 

within which student choices could be exercised, thus helping to assure 

that the basic dynamic of the market, competition,, would work more , 
32/ 

effectively." — 



32 / 

— 'Gladieux and Wolanin, p. 227. 
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HISTORICAL SURVEY OF THE LITERATURE—^ ^ 
Sarly Literature 

Among the earliest research on the management of student financial 
aid IS work conducted by the Harmon Foundation in 1924. This 
. philanthropic organization, which specialized in '^tlie trial of making 
loans on business terms to college students/^ conducted a survey of 326 
postsecondary iVxsti tutions to '^ascertain theories, methods and 
experiences regarding the administration of funds for student aid." The 
study concluded that: ./(a) no generally accepted rules or methods existed 
for fct^e^miana^ment of student aid; (b) there is no valid reason for the 
administr'atTon of aid on radically different lines in the same type^of 
school; and (c) scholarships should be given for scholarship achievements 
and not, except in certain circumstances, as charity merely on account of 
need . 

In 1932, the Harmon Foundation published an evaluative report on 
student loan programs, stressing that careful investigation is essential 
in selecting new borrowers and that student loans should carry full 
commercial interest rates and penalties. Additionally, this report urged 
comprehensive counseling systems for all loan recipients. Besides being 
^a lending agency itself, the Harmon Foundatiori also published sfeveral 
directories on student loan and scholarship sources (Harmon Foundation, 
1923a, 1923b, 1935) • These, volumes provided students with a tool to 
expand their search for educational funds* 

^' 

The thirties and the Sorties saw the continued production of 
literature on the subject of student aid. The first dissertation known 
to us on this topic was done at the University of Chicago in 1935 hy 
Cavan ( The Student and the Financing of the College: A Study of Student 
Fees, Student Aid, and Factors Affecting the Proportion of the Cost of 
Higher Education Borne by the Student ). Thef same year saw evidence of 
early Federal interest in the student aid, expressed primarily in the 
work--relief programs of the Depression era. A pamphlet, ''The Emergency 



22^A List of* Selected References is appended to this chapter. 
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Education Program ^nd the College Student Aid Program of the FEAR" (U.S. 

Federal Emergency Relief Administration, 1935) describes these efforts. 

One of the earliest U.S. Office of Education (USOE) publications on the 

topic of aid aldo appeared at this time» Sharpe and his . colleagues at 

J 

the American Council on Education published Financial Assistance for * 

College Students in 1946, which was a directory of available student aid 

programs. An example of a well-organized directory is one first 

published by Keeslar in 1954 entitled Financial Aid .for College Students , 

which has been updated periodically to keep pace with the changes in 

student aid ^availability . . , - 

# 

With the 1950^3 there came a noteworthy shift in both the volume and 

the critical flavor of work on aid torn students. Forecasts showed that 

demand for postsecondary education could exceed the level that could be 

sustained by traditional systeigs of private or state-level financing. 

The Federal government was already heavily involved in sponsoring higher 

education research, and the G.I'* Bill had contributed to the higher 

education of a large number of veterans who would not otherwise sought to 

further their academic careers. T:he case for active Federal involvement 

t 

in student assistance programs began to take hold as a generally accepted 
notion^ One of those who used literature as a forum for drawing 
attention to the Federal role in student assistance was Elmer D. West of 
the American Council 5n Education (ACE), which published hi's Backg^routid 
for a National Scholarship Tolicy in 1956. In the same year the a^fi^tors 
of Changing Times , the well-known Kiplinger newsletter, produced a slim 
volume which may have been the first consumer-oriented analysis of the 
system ( Student Loans — Their Place in Student Aid ). Despite the title 
and its brevity, this report covers much of the same ground as this study. 

Administrative Issues; The Institutional - Federal Relationship 

With' the establishment of an on-going Federal involvement ^ in student 
aid, the sphere of existing l^J^ers^ture expanded to included issues 
related to the management of the aid programs. Publications concerning 
decisions faced by institutions in this .regard became a mainstay of the 
literature produced on student aid. The fvrst. detailed manuals for 3id 



-4 administration-t»egan to appear in the early 1960s (e^g., Babbidge's 

Student Financial Aick Manual" for Colleges and Universities , published 

■■ ■ >\ ~ — — i^^^^— , . .. ... — — — . . 

by the American College Personnel Association in I960)," In addition, a . 
' number of state-level st-udies. we-re conducted during this time, 
particularly in 'th^Northeas't • ( ' ' 

The fir^t assessments of the National Direct Stud^t Loan program 
(NDSL) were done by Robert G. Hall of USOE and released in 1962» This 
i was followed by a 1964 General Accounting Office report on NDSL the title 
of ^which has a faSi^liaij ^ing today (j^knesses in A^j^nistration of the 
Student Loan Programs Under Title IJ of the Nati^b^al Defense Education 
Act^of 1^58 ), A number sjf others conducted ma^^r^ assessments of the 
general aid sy^em at this time including: the College Scholarship 
Servicers Student* Financial Aid and .Natioti^l Purpose: A Colloquium , 
Student Financial Aid and Institutional Purpose (1964), and The Economics 
of Higher Education (1967),* Rexford G. Moon's special' study of U.S. 
student' aid practices in 1961 for the International Study of University , 
Admissions, later published' by thLe-effllege Board as' Student Financial Aid 
in the U,S,: Administration and Resources (1963)* Reviewing the scene 
^iit 1963; and Moon's 1967 study Financial Aid to the Undergraduate 
Issues and Implications (published by the American Council on Education), 

Since the mid^sixties, the' trends of increased interest in financial 
aid as an area of study, a greater and greater attention to detail, and 
the broadening of the field to cover every aspect of the ^student aid 
process have become standard ""fare. Manuals for guidance of aid personnel 
have increased in number and have dramatically increased in quality.^ Of 
particular note is the new manual, Management of Student Aid , published 
by the National Association of College and University Business Officers 
(NAGUBO), which provides a thorough treatement of mcJst institutional 
aspects of the present system* Another useful guide is Van Dusen's 
Design for a Model College Financial Aid Office (1973). Step-by-step 
manuals, designed as guides to be utilized by financial aid officers have 
been produced by a number of private organizations including: the 
National Association of Student Financial Aid Administrators (NASFAA) , 
the National Association of Trade and Technical Schools (NATTS) the 
College Scholarship Service (CSS) and the American College Testing 
Program (ACT). / 
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Literature on Loan Management 

As the scope of aid programs broadened, and as the volume of^ money 
which institutions were administering ballopned to its present 
proportions, writers became increasingly aware that aid offices needed 
assistance in designing specific aspects of their practices and 
policies. One area which has detnanded specific attention is the 
administration of student loan programs — specifically methods to 
increase borrower repayment. 

After monitoring repayment activities for seven years, the Harmon 
.Foundation (1929') concluded that student borrowers in the 1920 's were 
excellent credit ri^ks; de'fault rates were-less than two percent. Years 
later, Ormes ( 1957) Ruegsegg^r (1958) and The Massachusetts Higher 
Education Assistance Corporation C1959) reached similar findings for 
repayments in the National Defense Studd^t Lo^ program and in several 
newly organized state guaranteed loan programs. With the wider 
distribution of 16ans in the 1960s, came the emergency of significantly 
higher rates of loan default. In 1965, the Subcommittee on Education of 
the House of Representatives reported that 16 percent of the loans made 
under the NDSL program were delin(|uent. The U.S. Office of Education 
ajftributed. this high percentage of "delinquencies to poor institution^ 

, management and counseling. The findings o.f Abate (1963) and Hill (1965) 
bore out this contention. The early seventies witnessed a number of 
presentations designed to combat the growing rate of default. Some of 
this literature "describe this problem (default), why it exists, and its 
implications of the future operation of loan programs. (Mathis, 1973; 
U.S. Congress, House Committee on Bducation and Labor, l574a; U.S. 
Congress, Senate Committee on Labor and Public Welfare, 1975; U.S. 
Congress, Senate Committee on Governmental Operations, 1976) . "2^!:'^ To 

^ h6lp improve loan management at the institutional level, l^hyte (1973) 
surveyed the lending practices of 30 commercial lending institutions, and 



34/ , 

— 'Jerry, Davis and William Van Dusen, Guide to the Literature of 
Student Finar>(;:ial Aid > (nJ^w York, NY college Entrance Examination Board 
1978) p. 60. 
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produced a list of tea suggested loan management practices. In another 
effort, Spencer (1974) developed a stepwise multiple regression procedure 
to statist ically ^predict which students might be poor loan risks. 

Other techniques for handling loan delinquenoles have been presented ^ 
b^ the U.S* General Accounting Office (1973), Maynard (1974), Wolfe 

(1974) and Swift (1976). All these works present suggestions on how to 
improve loan collections at the institutional level. The rise of 
computer based systems for managing loan collections have been explored 

by Miller (1975), Wolfe (1974)., and Aiken (1974). . ' 

Literature on Student Financial Aid Co| | |^eling 

To date, most research in the area of counseling studen"t aid 
recipients and applicants has concentrated on methods of properly 
disseminat.ing financial aid information to students and parents (l^alen, 
1975; Trutko, 1976; Von Klein et al., 1976). Innovations in standard 
approaches are offered by Banister and Griswold (1974) apd Bob and Davis 
(1976), who suggest the use of group counseling sessions to more ^ 
effectively present aid information. Additionally, the College ^ ^ 
^^^^olarship Service has sponsored experiments in improved/innovative 
financial aid information dissemination (CEEB, 1976). 

....... ^ 

? The role of formal counseling in ^financial aid is discussed by 

Johnstone (1973), Quesada-Fulgado C1974) ^nd Fields (1974). Each argues 
for the need and importance of establishing and maintaining a personal 
counseling relationship between the aid officer and student. Other ) 
counseling-related literature seeks to define, more specifically, the 
institutional responsibilities which must be recognized as schools *' 
attempt to provide counselling services. Staraatakos (1972), Edwards 

(1975) , Contter (1971), and CEEB (1976) all address this issue and offer , , 
specific suggestions. 

Literature on Data Processing Applications 

As federal and locally administered student aid programs continue to 
expand their scope, the need for developing new methods of managing 
financial aid grows. ^Many administrators have concluded that the best* 
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way of meeting this need \s to incorporate data processing systems into 
their aid programs (Brown, Jones, and Overman, 1967; College Entrance* 
Examination Board, 1968; Jepsen, Mateijka and Hulet , 1972 ;* and Miller, 
1975) • 

* Jepsen (1973) and Jepsen. and Buchanan (1973) examined the application 
of computer processing at postsecondary institutions, and found that 
although few financial aid offices utilized computers during the early . 

many planned to incorporate data- processing functions into their 
operations in th^'^^uture. Recently, Goopejr (1979) surveyed 108 
institutions i^i California and found that 79^ercent utilized computers ' 
for either^- complication or printing functiotr^T 

Other Literature on Administrative Practices ^ 

Given the current state of the art, there are few areas of aid j 

practice wRich have not been explored in some form* The nature of 

current need assessmen^^ procedures have been discufesed^^b2..-fiS^ ( 1979) , ACT 

(1979), Keppel (1974)> U.S. Office of ^ the Comptroller General (1979), and 

/ ^■ 
the General Accounting *Offioe (1979). These publications either define 

f \ 

the current system an use or Wesent critiques based on their perception 
of incdnsdstent practices. Peter K. U. Voight (1979) presents/ the 
administration vi4w of need analysis in his testimony before /he House of 
Representatives^ Education and Labor Subcommittee on Postsecondary 
Education. . ' 

The management of personnel in aid offices has also been a subject of 
discussion. These discussions have cdhcerned t-tiemselves with f^e role of 
"professional" staff in aid offices as well as the employment of 
* part-time and peer personnel. Stanly Cross writing in the Journal of 
College Student Personnel advanced the view that the financial aid office 
should be considered in terms of its implication for the ^tudent. North 
(1975), Van Bus'en (1973), Edwards (1975), Fieldd^( 1974) , (sutler (1978) 
and Cooper (1979) all stress the necessity of developing the Financial 
Aid Director as a "professional" position, with special^^skiils, adequate 
compensation, and a suitable tole in the institutional hierarchy. 



With the need far more personnel to manage growing financial aid 
p.rc?grams, many colleges and universities are now relying heavily^ upon 
jfiart-time employees. The National Center for Educational Statistics 
(1977) reporter ithat 79 percent of all the higher educational institutions 
in the U.S. employ part-time staff members in their financial aid 
operations. In a similar study Tombaugh, Heinich, and Ratnofsky (1977) 
revealed the increasing assignment of paraprof essional responsibilities 
to part-timers.. A variety of views on the use of part-time and peer 
employees are contained in many of the aid office m^nualj^ previously 
noted'. ^ 

Summary ' 

The above is not intended as an ^exhaustive dissertation on existing 
literature on student financial aid. Its purpose is to set out some of 
the basic themes -which have been expressed in the literature on this 
vastly complex :s\ibject matter. Taken in combination with the review of 
literature in Chapter 3 of Volume II of *this report, it will provide 
potential researchers with a roadmap with which to begin explorations of 
specific sub-topics in this area. For further reading, we recommend the 
Guide to the Literature of Student Financial Aid compiled by Davis and 
Van Dusen (1978). As a chronological source of topics of discussion, the 
Journal of Student -Financial Aid) published by NASFAA is also a' useful 
reference tool. Immediately following is a List of Selected References 
which identifies the publications cited in .this review and provides 
additional sources of reference on the institutional management of 
student, financial aid funds. 
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SECTION II 



THE INTERFACE BETWEEN POSTSECONDARY INSTITUTIONS AND 
N "THE FEDE5IAL GOVERNMENT 

PREFACE 

The Itudent finai^ial aid programs, established;by the Congress under 
Title IV of the Education Amendments of 1972,, are the result of a great 
deal of debate and discussion surrounding the selecJ&ionN)f a proper 
method of delivering financial assistance to the students \for whom it is 
intended.' By electing to charge institutions with the primary 
responsibility for the distribution of a large portion of the tot^l pool 
of financial aid dollars, the Federal government has fostered a complex 
series of interrelationships. Fofl^ these Campus Based programs, the 
institutions ateuj required to maintain very specific relationships with 
student aid applicants and recipients, as well as Vith the Federal 
government. As is detailed in Appendix B of this volume, the Basic Grant 
program, which is the cornerstone of fhe Federal aid structure, is 
administered primarily by USOE. The more limited role of institutions in 
the BEOG program, their wealth of Campus Based responsibilities, and the 
relativ^posi tion of ' institutiotls within the Federal financial aid system 
will all be topics of conc'ern in Section II of this volume. 

Institutions of poatsecondary education which choose to participate 
in the Basic Grant and/or Campus Based student aid programs enter into a - 
paj^tnership with the Feder^^ government. The institutions and USOE are 
mandated by the CongVess to work cooperatively in order to alleviate the 
fiscal barriers which confront student access and retention. For those 
persons who are not overly familiar with the history and rationale 
between this Federal-ins'titutional partnership and its implications, 
Sectipn II is intended to provide background and resource material which 
will attach greater, meaning Lu the study results presented in Sections 
111, IV, and V of this volume. 
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3. 



INSTITUTIONAL MANAGEMENT OF STUDENT 
FINANCIAL AID PROGRAMS 




GENERAL SCOPE OF STUDENT* FINANCIAL AID MANAGEMENT 

With participation in Federal financial aid programs, institutions of 
higher learning inherit certain management responsiblities . For example, 
an annual application f<jr funding must be completed. Schools must follow 
a course of proper maintenance and retention of financial aid records. 
Jhey must also periodically provide the government with information on 
iucational costs, student enrollment sizes, and recipient status, 
mted below is a discussion of these and other institutional 
respdnsibilities as they pertain to the Basic Grant and Campus Based 
programs. Also included is an outline of the financial aid and 
information services which schools must provide to any enrolled, or 
prospective f student. 

BEOG Responsibilities 

An institution must acknowledge several key administrative 
Tesponsibilities when handling Basic Grant funds. For example, Federal 
regulations require schools to verify the enrollment status of each BEOG 
recipient before payment is made. If it is determined that a student's, 
enrollmej^t status has changed, |t is the financial aid officer's 
responsibility to recalculate the original award. This award must then 
be applied as the primary base for meeting the student's need. 
^ • Institutions must- make certain- that the Basic Grant award is not- adjusted 
even if this practice results in overawarding. f 
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Financial aid officers are also responsible for attempting to correct 
any apparent discrepancies thejj discover on a Basic Grant application 
(validation)* In doing so, the following actions axfe reconnnended by the 
Office of Education: ^ ' ' ^ W 

m All financial documents should be reviewed to make certain that 
the discrepancy is not due to variations in reporting periods* 

• The student should be contacted so that he/she has the 
opportunity to explain or to correct the information in question, 

• If there is proof that information has been falsified, the 
institution must withhold payment of any BEOG awardCs) and 
report the case to the Office of Ed>ication for further 
investigation. ^ *^ 

The institution's proper maintenance of Basic Grant awards is another 
responsibility mandated by USOE- For each student ^receiving a BEOG, the 
following must re^in on file: a notarized copy of the "Affidavit of 
Educational Purpose," in which the recipient agrees to use the awardf f or 
educational purposes only; an original copy oS? the recipient ' s Student ■ 
Eligibility Report (SER); and a copy of ah award notification letter 
which contains the amount of the award and how it will be paid. These 
and all other institutional records relevant to the Basic Grant program 
must be made available to the Commissioner of Education for the purpose 
of program reviews 01/ audits. 

*• 

Under the regulations of the BEOG program, institutions are also 
responsible for tji^ completion of two reports. In order to determine 
whether an institution ' s^authorization ceiling should be raised or 
lowered, schools must submit the BEOG Progress Report three times each 
year. This report allows for an adjustment ip the BEOG pa3nnents to an 
institution as determined by both the actual and expected ^demand for such 
funds. The" second required report is the Student Validation Roster. 
Through this report, the institution verifies eacy recipient's enrollment 
status and the actual award paid out to e^h. Th^ Office of Education 
uses this information to reconcile the institution's Basic Grant account 
at the close of each fiscal year. • ^ 
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Campus Based Responaibilitie3 

Perhaps the single most important item in tie management of the 
Campus Based program is the prop^ and timely^/^bmission of the Fiscal 
Operations Report (FISAP). The FIsAP represents the combined funding 
application and fiscal operations report for* all the Campus Based 
programs. In its annu«T completion, financial aid managers must not only 
assess the present^ condition of their Campus Based programs but also 
predict the approximate level of funding needed for the next academic 

.... 

As in the' case of the Ba^ic .Grant program, institutions that receive 

Campus Based funds must make certain that these monies are 'properly 
disbursed to all eligible stadents. Other responsibilities of the 
participating institutions include: maintenance of an effective 
financial aid counseling program; eva^iation of aid applications;, 
notification to students of action taken on applications; packaging of 
aid; re^^^ion of aid packages to respond, to unique^ student situatidu^' 
maintenance of an accurate record keeni a^ system; managemerit of an exit 
interview procedure for loan recipients; and coordination of the post^ 
enrollment activities of the NDSL program* 

STUDENT SERVICES > 

i 
m ' 

i The Student Consumer Protection provision of -the Higher Education 
Amendments of 1976 assures prospecti^ and enrolled students that they 
will be provide^ with^ proper consumer information regarding financial, 
aid. An institution which receives an administrative allowance tof its 

.... 1 n 

participation in any of the Federal aid programs 'is required to pf^ide 

1/ ' • 
the ^following:— . " 

• Information ion atTTinancial aid available from institutional, 



Jtate, and Eledefal sources; 



A descri^tiojn of how to .apply for aid funds and what standards 
are used to determine eligibility; / 



L' Schools which participate on^y in the GSL and BEOG prog^:;aTiis need to 
• comply only with the Consumer Information Requirements governing 

guaranteed Student Loans since the administrative allowance for BEOG 

recipients has never been funded. 
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• Figures on the* cost of attending the institution and its refund 
^ policy; 

• lafonaation on the rights and responsibilities of a student who 
receives financial aid; 

• A description of how and when aid is distributed among students; 

• A sample loan repayment 'schedule ; 

• Information' on the academic programs, faculty, and facilities' of 
the institutiot^ and,* if possible, data on the number of students 
who complete each» academic program; 

• A list of criteria used to determine if a recipient is in good 
adademrc standing; and 

• Institutional data on student retention. 

The legisl^ttion also requires institutions to maintain an employee 
who will assist students in obtaining financial aid informatiotyl This 
requirement may be waived for those institutions that ari? too small to 
necessitate such a full-time employee. ^ 

SPECIFIC MANAGEMENT PRACTICES f 

In attempting to cope with the management responsibilities which are 
required. of participants in the Campus Based and Basic Grant Programs, 
institutions seek'guidance from a number of sources. ArJbng the areas 
which require the use of specific management skills are: 



• Personnel 

• Loans 

• Data Processing 

• Counseling ^ 

• Records 

a ^ . . . ^ 

As was outliiBid in the review of literature, included as part of 
Chapter 2, a flbber of non-Federal organizations and associations have 
' producel^taan^^p'^for use by financial aid offiGe(r)s in their efforts to 
make neee ssjJffma nag erne nt decisions. The Federal go^^ernment has also 
been a souBS:. from which institutions can obtain guidance on these 



matters . 



Federal Regulations 




ing Manageiaent 



J 

Although most of the regulations which are promulgated^ by USOE 
address re lationsltips between institutions and the Office of Education, 
some spell out the procedures that , institutional Officials are. to follow 
when administering Basic Grant and Campus Based aid. Among the ones 
covered by regulation are, by program: 

• Basic Educational Opportunity Grant (BEOG) 

\ — ^ awa rd ad ju s tmen t s I 
. — disbursement of funds j 

— ; recovery of overpayment ^ \ 

m Supplemental Educational Opportunity Grant (SECX?) ^ j 

— award adjustments I 
- — recovery of overawards * 

— disbursement of funds s ^ 

— recor4 keep ing^-^ocedu res '; 

• National Direct Student Loan (ND SL) ' \ 

— awa rd ad ju s tmen t s 

— recede ry of overawards ^ 

— disbursement of funds 

— record keeping procedures 
^ toan colle^ition procedures 

.# College Work-Study CCWS) 

award adjustments ' ' 

— treatment of overawards 

— disbursement of funds 

— record keeping procedures 

— establishment of Wage Rates 

( 

Personnel Management 

The manner in whifoh aid offices manage the use of personnel is 
largely determined by the amount of available resources. As Chapter 5 of 
this volume will discuss in depth, those i tut ions which have enough 

employees to draw upon, fac^ a number cff choices regarding the ' 
specialized areaa-^evfi^ staff responsibilities vrfiich be-st suit* their 
situation. Potential positions which may found in a financial aid 
office include: 
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financial aid director computer analyst 

assi^ant/associate director data processing technician 

of f ice marfager *^ receptionist 

counselor - peer cour^selor^ 

records manager BEOG coordinator 



\ 



CWS coordinator loan officer 

clerk ' ' collections personnel 

' secretary accountant 

Few schools employ all of the above personnel; some: utilize more, some 
considerably less, and a whole, host at various points in the middle.* , > 
Additional areas of study within personnel management are the use of peer 
employees, establishment of financial aid ''professionalism," staff 
recruitment, salaries, and retention. • 

^ Loan Manageyent . ^ 

Institutions which participate in the National Direct Student Loan 
Program face a unique set o4||||^pon3ibilitie3 • Among the resultant 
management objectives is the coordination of activities between more than 
one office within a school administration* The greatest cooperation in 
loan management must, necessarily, be between, 

•••the financial aid and business offices, where loans originate and 
are disbursed and collected* So that no functions are missed and a 
smooth progression of administration is guaranteed, a clear-cut 
"division of responsibilities must be made between^ staff members 
responsible for granting loans and those responsible for disbursement 
and collection. These parties must coordinate their efforts sd that 
procedures do not lapse, and all parties involved in a^daiais tering 
. different phases of the loan program must be familia^with .the entire 
program. If the institution is small and if staffing requirements, 
are such. that a division among personnel is not possible, internal 
'controls need to'be established to separate the various functions. 
Good management practices prohibit the practice of approval, 
disbursement, and collection as one .person*^ function.!.^ 

The National Association of College and University Business Officers 
(NACUBO) , who provided the above quotation, advocates the establishment 



i./ National Association of College and University Business Officers, The 
Management of Student Aid. (NACUBO, Washington, D.C.: 1973), p. 71. 
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\ 



of loan officers who are separate from the financial aid office. fJA.CUB(» 
and a number of oth^ organizations contend that the development of the 
very speci^c skills which are necessary for the affective management of 
student loan funds demand specialized personnel and resources^. As 
outlined previously, loan activifeies encompass a wide range of 
dissemination and collect ions ^activities . Many institutions are 
currently contracting out some df the services which they are legally 
committed to provide. These ^re the loan management issues which will be 
considered in Chapter 10 of this volume. 

Data Processing 

The recent rapid growth in the size and* scope of student financial 



aid programs has resulted m a concurrent rise in the amount of tasks 
which must be performed by financial aid offices. A number of 
institutions have attempted to meet the rig«f3 of this expansion by 
tupiing to various applications of computer technology, i^e aid 
co™xunity is not unanimous ''on the merits of the applying of data 
processing techniques to such areas as packaging, where opponents fear 
that the process will become "de^personalized Aid offices around the 
nation are currently facing decisions regarding computer usage. NACUBO, 
again, offers a concise overview of t;he contemporary mood regarding this 
issue : 

I 

Until recently, computer technology and cost have made it difficult, 
if not impossible, for smaller institutions to adapt their a*id system 
to computer processes. With the advent of the mini^computer and 
time^sharing facilities, paralleled by the development of specific . 
program packages, the computer is now ^ much more attractive option 
in the management of student financial aid. Although student aid- 
programs have been administered without the computer, the growth in 
size and complexity of the total aid functj^on dictates further^ 
mechanization of previously manual processes ^ The .^et* result should 
be better service to students, with parallel improv|ements in 
accounta^jility* Computer application in this area ;is desirable for 
several reasons 



y NACUBO, Ibid. p. li: 
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As computers become a more and more accepted tool of the trade in 
financial aid, the management and information control Ci.e*, access) 
issues associated with their use will, undoubtedly become more complex* 
Aii office(r)s which utilise computers face new challe^iges toNsasure the 
confidentiality of student records. When control of the computer is 
"centered in the school ^s business, admissions, or registrar's office, 
these problems are, compounded. For now, their compatij) ility with 
recordkeeping, report preparation, correspondence, and loan 
responsibilities is unquestioned • • \ 

- . ' / 

Counseling Management . 

The complexities of the financial aid system have created problems 
for students as well as aid office(r)3* Prospective recipients of 
student financial aid require the services of trained personnel in order 
to fully understand the. rang^ of available aid and sources and ensure 
that they receive the aid to, which they are entitled. Through the 
recently enacted Student Consumer Information Regulations, the Feder^il 
^ovetmmenf has; fomi^lly recognized the institution's role in providing 
counseling \and information tP students and their faiailies. * ■ ^ 

In order to properly inform and counsel st^er\ts on the various 
aspects of financial aid, many institutions have taken to specializing 
the roles of counselors^. For example, some schools * employ persons x^Aio 
are wholly responsible for the provision of loan-^related counseling 
before, during, and ^ter a loan is procured* Financial aid office (r)3^ 
mst klso provide training for counselors in .order to ensure the accuracy 
and timeliness of the services which they provide. In a number of 
settings, counse^'ling is assigned as a part'-time responsibility of 
fifll-^-time aid office .personnel. This again raises *the issue of ^ 
'Iprofessionalizing" .aid office functions.* As a final note, aid offices 
have most- recently faced decisions regarding the us& of peer counselors. 
Although there is not a unahimous sentiment regarding the degree to which 
peer employees ^s^^ Id be utilised there is general agreement that peer 
counselors can effectively bridjge some of the. gaps whiah may exist in. 
formal counseling atmosphere s • 
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Records Management ' ^ 

Record-keeping responsibilities are paramount among the ta^ks which- 

performed by institutional financial aid offices. The Federal 

rnment requires that "hard copy" files be maintained for every 

recipie'nt of financial aid, even if a school has a duplicate 'file on 

computer tape* These records ipust be stored in fireproof facilities and 

secured, so that access to them can be obtained only through special 

permission. . . • 

» »^ 

^ DeSi:iU.ons involving records m^agement may be based largely on thg 
space limitations which aid offices encounter. Some institutions keep 
complete files on aid applicants as well, as, recipients, others rely on 
indfex-card files, while still others have specific record rooms solely 
for borrower files. The management of records at the largest 
institutions has necessitated the hiring of records managers who are 
responsible for maintaining student records ensuring that students 
and aid office staff have access to the information containe^d in these 
files. - • ' 9 " 
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• ■ THE DISTRIBUTION -OF FEDERAL STUDENT AID FUNDS 

« 

THE ACTORS- - ^ 

The distributidti of Federal student financial assistance is 
accomplished through a rather complex process. Aid dollars must wend 
their way through a cycle which, begins at the Federal Treasury and ends 
in^the student's pocket. In * the process, Federal aid funds a-re 
admini"S^ered and allocated by a series of governihental and 
nongovernmental actors. . 

Congress ^ . \ 

■ / ' . ' . . ^ 

As with all fiscal decisions made on the Federal level, it is the 

Congress which holds the ultimata^ authority to allocate funds for student 

financial aid programs. The ^authorizing legislation for student* 

financial aid programs^Cunder Tit^e^ IV of the Education Amendments of 

must make its way through the respective policy and appropriations 

subcommittee and co^ittee hearings and mark-up sessions of the House, of 

^Representatives and ^he Senate; be approved by bath Houses of Congress; 

and be signed i^to law by the President. This legislation will, amoaj 

other things^ set forth the funding ceilings for the Basir Grant and 

Campus Based Programs; program parameters for the Guaranteed Student Loan 

Program; set but the -guidelines for determining recipient eligibility; 

and declare the minimum and maximum awards which an individual student 

may recieve* Once the financial aid appropriations bill 'is signed into 

law, the funds authorized become the responsiblity of USOE Cnow* the 

» 

.Department of Education). 
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USOE 



The Office of Education is responsib^ for distributing the 

« 

appropriated student aid funds to institutions — in the case of Campus 
Based funds; to students — in the case of Basic Grant monies; and-- t-e banks 
and other lenders—in the case of Guaranteed Student Loan (GSL) 
subsidies* As will be considered in greater detail infection IV of this, 
report, Basic Grant processing and ^warding are conducted* through a * 
system controlled by USOE. In the majority of cases, institutions assume 
the .responsibility for/ distributing BEOG checks to stadents, while at ^ 
schqpls which belong to^the Alternate Disbursal System (ADS), students ^'• 
receive their payment directly from USOE. Guaranteed Student Loan 
Interest' Subsidies and special interest payments are mad^ by USOE in 
response to requests made directly by lending institutions. 
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In general, the formula for distributing Campus Based aid funds 
involves breaking down the total pool of dollars among the states and 
' then dividirig the smaller pools among institutions in accordance with 
their applications for Cimpus Based funding. The criteria which were 
used^ to determine the amount assigned to each state for academic year 
1978-79 were based primarily on the number* of students attending* full 
time at postsecondary institutions in thfe specific sta^.— ^ Using 
administrative procedures, delineated in Chapter 6 of this report, USO^ 
transmits Federal funds to institutions which must adhere to specific > 
regulations regarding their accoun'^ing procedures. 

The allocation formula employed to determine * ins titutional funding 

levels for\he Campus Based programs for the year of thifi study (1978-7^) 

K 

^as as follows: 

# instituPS6|^ submitted their applications on Campus B^sed 
» funding t^H^SOE regional .review panels;^ 



1/ : • ' 

—'The allocation formulas for each of the Campus Based programs differ 
slightly and are considered individuallj^ 



... 1 
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• these review panels allocated funds in accordance with the w 
institution's ne^d regardless of the allocation to each state 
for that y^r;2/ and 

• if institutions were displeased with their panel ' s /'Recommended 
Level of Funding" they could appeal, first through a regional, 
and then a national, appeals process, 

. ^ The funding level assigned to each state, which is the hub of the 
allocation process, is determined by a procedure which is outlined belowpj^ 



• ninety percent of ^the funds allocated to states are bdsed -on 
statutory formula;* 

^ • the remaining ten percent of the funds are first used to bring 
-aiil states up to their level of funding in fiscal year 1972; 

• . any remaining "ten percent" funds^ are used to bring state's . 

funded so far at, the lowest percentage of their panel' 
recommended level of funding up to a common minimum percentage 
lever of funding; and 
*A . 

• once the final leyel.of funding for each state is determined, 
each institution*' s share of the recommended level of funding 
determines each institution's share .of the final state 
allocation* « 

Currently, USOE is utilizing a slightly modified allocation system. 
This new formula for distributing Campus Based funds has been developed 
in an attempt to ensure that institutions whose students are the neediest 
receive eriough Campus Based aid to'meet this need • adequately. This 
system differs from its predecessor primarily irf its increased reliatice 
op need and decreased emphasis on ful l-<time enrollment as the determinant 
of institutional funding levels. This change was prompted by a ^ 
perception* that the reliance on enrollment criteria was no'Wproperly 
addressing the intent of the Federal aid progr^s. The remainder of this 
outline concerns only Campus Based funds — BlEQG and GSL responsibilities 
are not, in the aggregate, concentrated at the Institutiondl level. 



I'^This includes the D^Mtri'ct of Columbia and Puerto Rico; the Trust 



Territories are ali^Rted two percent 6f the original poof, of Aiohies . 
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Institutions • . 

Participating insticutiorfs of pos tsecondary education play the role 
of go-between in^ the aid distribution process; they are the '^brokers** of 
Campus Based "aid monies. Through their annual applications to USOE , 
institutions attempt to get the maximum level of Caifipus Based funding for 
their schools. Institutions are required to provide accurate, documented 
information* to USOE or they risk being denied the funding which they 
deserve and/br need. Once funds are approved and disbursed to the 
school', the institution must assume the role of caretaker for these 
public monies (working within a set of guideline's described in Chapter 
6). Havin^g fulfilled the task of acquring aid funds, institutions then 
must devote their energies to providing financial assistance to their 
students. As will be outlined in greater detail in* Sections IV and V of 
this report, institutions also assume the role of af provider of consumer 
services. ^In this regard, the responsibilities assigned to institutions 
include: 
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disseminating information on aid programs to prospective aid 
recipients and their families; 

assessing students' eligibility and degree of need; 
combining aid sources to meet* the needs of the ^tudenCs; 
providing counseling for aid-recipients arid nonrecipients; 
identifying ubllege Work-Study jobs; 
collecting NDSL loans^ and - . . 

coordinating the disbursement of aid directly to the student* 




StudeijitVconsumers * • ^ S ^ 

Only after Federal » financial aid h^s wended its way through the 
governmental and institutional bureauc racists does it finally reach its 
intended target — the student. 

Students and their families have the obligation .to digest the vast 
amount Of financial aid information which is put -before them^and to use 
that information to make intelligent choices regarding th^ actual cost of 
tendar(ce ''at various schools. Students* and family members at'e, indeed, 
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the consumers of all of the institutionally provided services which ate 
itemized above* Their role in the aid process is linked intrinsically 
vith the nature of t'.\oir specific institution and the practices which it 
employs. 

CONSISTENCY OF P-RACTICES 

The universe of Federal student assistance programs is far. from a 
stable one. The number of potential influencing forces (e.g., financial 
aid officers, students, taxpayers) on the aid allocation and distribution 
process produces a system which is in constant flux. There is, there- 
fore^ a growing concern that as a result of this lack, of a consistent 
approach to the provisions of financial assistance, ther^ may be a 
dilation of its intended befiefits. 

Congressional Appropriations 

Perhaps, the arena. most prone to foster inconsistencies is the 
CongreSfSional appropriations process. There i^ no >aeed now to go into'' a 
detailed discussion of the governmental and special interest pressures 
which are exerted daily on Capitol Hill. Suffice it to say that each 
year the legislators, who make the decisions regarding the funding of 
Federal aid programs, must engage in an annual debate which detefmines 
the ^i^e and^scqpe of the Federal financial aid programs. ' In a recent 
example, the Congress effected a fundamental ;al teration in the general' 
perception of who the '.'targets** of student financia], assistance were 
intended to be. The passage of the Middle Income Student Assistance Act 
was the outgrowth of a Cbngressiona 1 ly perceived ^.'national mood" of 

♦ 

unrest among thosa from middle income circumstances. ■ The .result has been 
expansion of Federal financ^ial assistance to meet the" needs of students 
and families who, it has been contended, hal^e traditionally been excluded 
from. public assi^Stance programs. Current legislative issues surrounding 
the reauthorization of the Higher Education Act, cpupled^ x^;lth a growing • 
sentiment to reduce the overall level 0f Federal spending, could ^ 

' potentially .altar or reverse this newly adopted polity. ^ The type 3**V^_^y 
i;hange? in Congress ibnal thinking which occur in student f iaanc ia 1 . a id 

^ppli.ciijiQ can also be noted in a many other areas of decision-making which 
are considered annually by the, House and Senate*** 



It is through the regulations published in the Federal Register that 
the financial aid QOinmuaity is kept apprised' of the current "letter of 
the law" regarding the administration of the Federal student aid 
programs. Regulations represent the "official" interpretation of the 
laws as passed by the Congress. USOE and* the Bureau of Student Financial 

4 

Aid publish regulations regarding Title IV programs in reaction io ^ 

changes which are made in the Education Amendments, as well as to reflect 

clar if icati'ons'*'*"'i^issthe Bureau's policies towards specific aid areas. The 

need for USOE to contSsjiually refine .the regulations which it sets forth 

is prompted by ongoing e^orCs to propet'ly define the Office's 

relationship with participating institutions. The crux of this 

relationship is the degree teD which USOE exerts control over the internal 

\ * * 

Operations of aid offices. T6 cite a recant example, the^ consumer 

information requirements represented a major step by the Federal 

government tovJiirds centralizinj; efforts^ to mandate the type and quality 

of services performed by the aid pffice. Later chapters of this report 

will address the centralization issue -as it relates to student need 

analysis?, campus loan management, and packaging, among other, topics • In 

a very real sense, student financial aid is a new area of fJolicymaking; a 

sys,tem which is still being perfected. As part of their partnership with 

USOE, institutions must keep abreast of regulatory changes and attempt to 

adapt to them smoothly. 

Insti tutional Practice f ; 

The nature of the Campus Based aid system vests the participating 
institutions with a ^reat deal of discretion^ and freedom concerning the 
delivery, of financial aid dollars to st^udents: 

As with many Federally supported programs, there reaches a point in 
the allocation and administration of student aid funds at which the 
government relinquishes direct control of funds and passes respon- 
sibility to an agent in the private sector. In student aid that 
process ^iccti^s at 1:he same point with each participating school — when 
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aid dollars areS^llocated "direc t ly to the instituion. At that point 
the potential begTnS" fm- individual approaches to the application of 
student ^financia^ aid.]^/ <-v 

Each institutional aid office, is unique, as compared to other aid 
offices. There are innumerable Ipcal factorfe which^can, and do, 
influence the character and policies of institutional financial aid 
offices* For example, the aid office may mirror the person at; the helm, 
as a field interviewer on this study noted:. 

The differences between (financial aid) Directoi^s covered all areas 
of their practic^and personalities and were all, in some way, 
reflected in the policies of their respective financial aid 
offices.it/ ' ' . ' 

The lines of decision-making within aid 'offices, may be markedly dis- 
similar, Soiije financial aid directors 'rule with an iron fist, while 
others may delegate a great deal of authority; still others' confonti to a 
variety of degrees^ of stifuctural tigidity. ' ^ ^ 

The financial aid office is also a part of the' overall bureauctfat ic 
^etup of its respective institution. Rarely, if ever, are aid offices 
autonomous unit^; the aid director is answerable to some person -in a 
higher position. This person may be the president, treasurer, dean of 
students, admissions director, or registrar, among others; depending on 
the policy of each school. At the smallest schools these line's of 
authority may be largely informal. In recent years the s^xable 



increases "in available stud 



aid has produced a- tren^v^ereby schools 
are viewing the management ott financial assistance as a student 



3/ ' . • 

-'Applied Management Sciences , ^ Site Visit, Report (Silver Spring, "MD: 

^ 1979), pp^ A. 2, A.3|^ ♦ / ^- 

i^ Ibid . , p. A. 3. 

5/ • • . 

-'At some of the smallest institutions the president may "^r form the 
duties of financi^. aid director. 
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personnel, rather than a business, of f ice^function j^ith special needs of 

its own'* Walter Norths writing in Monfey, -I^Tarbles and Chalk , argues the 

^ following: * ^ . * * . 

♦ • . • 

• thesis of association of the aid -officer with the chief executive 

# ^>*^of f icer ' is T?Qoted in the reality that aid is too .jimportant across 

every, area or institutional operation and the aid office^ is too , ^ 
fully ^obligat^d to all the administrative line segments to be allowed 
to be caught in a ^subordinate position where information 'from him 
flows thi'rough others and is entangled in the conflicts between vice 
^ presidents or deans and is^ secondary to oth'fer* concerns such a 
•superior may have as ^ result of other duties,^/ 

Tlaany institutions, especially 4^year and!lar^er 2-/earVolleges, utilize 
- student and/or faculty advisory panels in *6rder to re'ach certain 

decisions on financial aid. 'At some s^chools\ these panels play ey rble 
""^ in advocating campus needs regarding service? and financial support; 

other institutions maintain adfvisory panels seemingly for show<, aigsigning 

* thpjp^imited scope and less authority. Again, area where the 
Federal policymakers have. chosen to maintain a laissez-faire posture. 
William Van 9usen,..in h^is Design for^a'^Model Campus Financial Aid Office , 

* gums up^-tfie ra is on^/g^^^^gT^e- ->^ eh i nd advisory panels when he states, "all 
\ parts of the 'institutrpn should be involved iq the development^ of a 

policy dn Financial A^d."— ^ 

Individual financial* aici oSfices find themselves in varying positions 

V • . , . ^ ' A / 

y on the institutional tot^m p-.ole with regard to operating budget, degree 

of inf Ij^ueiTce , and ' autonomy . ' Issu^ which i^/ill be examined in Section III 
^ of this report, suCh as staffing, salaries, computer utilization, and* 
others vary greatly based on Aie relationship between *yie aid office(r) 
and the inst itif t ional leadership (president, dean, boaW of trustees). 



^^R. Keenex et £1.% Money, Marbles andNchalk (tfarbondaie. 111.: 
Soutl#rn JiTTinoia University Press, 197^), p. 2&4. 

y^— ^William Van .Dusen, Design for a Model ^I0^u€ Financial Aid Office 
(New York,, N.Y.: .College Entrance^Exaiaination Board,. 197-3), p. 54. 

. ■ • • W 

• . • ■ V 
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Equity at the Consumer Level . ' 

\ "^^he isiue of variance in the practices of student financial aid 
offices .does not lend itself to simple, black-and-white analysis. The 

\existeace of variance. ^ is not altogether good, nor altogether bad. It is 
not tj^ be inter^^^ed either as a signal that the system nee4s to.be 
completely overhauled, nor 'should it be viewed without concern as merely 
a result »of the eyst^em' s adaptation tofiocal environments. Variance in 
practice should^ however,, be viewed idf tgrms of its effects on the 
consumers of student financial aicf services^ The concern of. Federal 
policymakers^ is that students,^ regardless •f their locale of attendance, 

'receive equ^l treatment when there .are equal ^circumstances of need.N If 

, varying practices result in two students of equal need receiving ' 
substantially different amounts of assistance (e^g., leaving "one with A 
large, amount of unpackaged need) then the system is judged to be . ^ 
providing "inequitable" treatment. The issue of "eq,uity"' is the core of 



^<any analysis of the consumer ^view of the delivery of financial aid Iir 
^ this r:epo;rt,^ as well as Report Volume II, the term "equit^^' wi-ll b^ • 
emploj^ed as a measure of the unif ormity\of treatment of students of 
similar circumstance regardless of the institution which they attends 
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SECMON III 
INSTITUTIONAL* DESCRIPUVE RESULTS' 



PREFACE 



Chapters 5 and 6, which comprise Section IH of this report, will 
elaborate on the current str-ucture and condition of institutional 
financial aid offices* Sections I and II have presented information 
based on independent research, not from data obtained from the 
institutions in the study. The remainder of this text will detail the 
facts and figures which were gathered from the various institutions in 
the' study. " ' ' 

• By ^amining the environment in which decisions regarding student 
financial aid are made, it is hoped ♦that one can gain insight into the 
ratiot^le behind the practices employed by aid offices. (presente3 in 
Sections and*y).. At this time, ho attempt will be made to show causal 
relationsMps based on the three sets of data in Sections Ilf , IV, and 
V. Future examination of the data presented may provide a valuably 
starting point for assessing th^ impact of individual aid office policies 
^(i.e., personnel, operating budgets, and program participation), on the ■ 
delivery of financial^ aid resources and sea^vices to the consumers of the 
student financial -aid programs. 



ERIC 



Ilia 



93 



I 



EXHIBIT IV. 2: DETERMINATION OF NEED 



TOTAL 
STUDENT 
EXPENSE 
BUDGET 



') BUDGET ■ y| 









^ Direct 




Indirect 


Costs of 




Costs of 


Education 




Education 



EXPECTED TOTAL 
FAMILY' 
CONTRIBUTION 
(TFC) 




DEPENDENT STUDENTS . 
Parental Contribution t 
Contribution from student 
assets + ^contribution 
from nontaxable income 



GROSS 
FINANCIAL 
NEED 



INDEPENDENT STUDENTS 
Contribution from 
Student (and Spouse's) 
Earnings + Assets + 
Non t a xab 1 e Inc ome 



READ: 



Total 
contr 



student expense budget minus expected tot-al family 
ibution, equals gross financial need. 



In drawing together the elements highlighted in^ Exhibit IV.l, the local^ 
aid officer attempts to balance all of the counterva vLing factors iu the 
aid process and realize the intended purpose of^ student ai-d — elimination 
of the financial barriers to pos tsecondary education. The Keppel Task' 
Force Report had this to say oti the sggbject: - 

One of the points at ykich the other inequities of^^the 
* present student aid system can be corrected is where the 

institutional student aid' administrator pulls all of the 
resources together into a package based on the goal of . 
maximizing educational opportunities ^for the largest * 
numbers of students. Packaging is the moment of truth when 
it all comes together ^ wheife the broad funnel of " aid 
^ resources comes to its narrowest point and those resources 
delivered to the, student .i.' 

Developing Institutional Practices 

Institutions * face quite a challenge as they ^eek *to develop ancf to / 
refine their .jatfj^icies and practices regarding the various aspects df 




financial«^ra administration. There is, currently, ,a great deal of 
disagreement as to advantages and/ar disadvantages of standardX^iog some 



1/ • 

— Francis %ppel, National Task Force on Studentt Aid Tt-oblems . . F inal 
Report , (Brookdale, California: The Task Force, /1 975 ) , p. 68. 
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EXHIBIT UM : THE FINANCIAL .AID PACKAGE 



sfit>!»LEfeNTAL' KDIICAT.IOHAL 
OPPORTUNITY GRAPJT 

tNSTJTimONAL'AID 

DISCRETtONARY STATC^^fHINDS 

PRIVATE AID SOURCES 



or HER 
GRANTS 



,^^ATTqwAIr direct^ 

STUDENT LOAK 

CUAtd^NT^ED STUDB^ LOAW^ 

INSTlTtmONAL OR 
PRIVATE LOAN 



LOANS. 



BASK GRArn|^ 

STATE BimTLEMEOTS T 
ABaiTV BASED" SCHOIJVfenT PS 



AID 

PACKAGE 



0 ^ 




* FEDERAL* COLLEGE WORK-STUDY 1 








1 s-ytJD.pjfr A^CAtekic '^R' * * ' 




, ■ ■ u /."EAftNlHQS ■■ J 


\ • 

. - . ■<) 


i U^SnTUriONAL OR COMMUNITY 


( 


f 'St'ONSORBD WORK STUflY 


1 > V 



ENTITLEMEW3 



STUDENT 
EXPENSE 
BUDGET 
TOTAL 




STUDENT SUMMER SAVINGS 



EXPECTED TQTAL FAMILY 
CONTRIBUTION 



STUDENT /FAMILY 
Rf:SOURCE Bi^E 



/ 
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interBt of creating a system^ which, rejias so heavily on the locaj^ aid 

offi*ce*/was to promote equitable ^r^tiaent of students through an . ^ 

''evaluation 6t th^ir >individual;, financial vsituat ions . 
< /. • • 

* A A'Qen$:ral Model Of Aid Packaging ^ ' 

^Jjx <\r.der to determine what will be^^referred to here as the "gross 
financial need'* o'f an. individual student the financia^l aid officer mu^t 
identify two specific dollar amounts (see Exhibit IV.l). ' Jhe first, 
"total student expense .bu^et,'\r^pir,e^ents, the total cost of a* student's* 

'education at a partidular institution. This inctudes the direct costs *of 
attendance — tuition, fees, books'---as well as tho^e expenses'" which are 

• indirectly related to the pursuit of a pifotsecondary education — room, 
b-oar<|, transpoi^ation, ^and valfious personal maintenance expenditures* 
The second' cfojlar figure is the "expected total family contribution" 

XEFC). Loosely, de fitted, the exp^ected total family contribution is the 

^amount^* of money which a studl'nt's family (including the student) can be 
expected to contribute to tljeVtotai cost of that student's education |pr 

'one academic year.^'this included exacting specific dollar amounts 'from * 
certain ca^gories#of family* resources including: the,*previQus ye4r?.s'^ .V 
income Cta'Xable and nontaxabTe) ; -home, business, farm% and/or other' 

JLnvestmei^ equities ; spouse ' s, earnings ; student savings; and family 
savings. . /amount which a family is expected to contribute is computed 
after allQwing^for individual^ tamij.y considerations such as the size of 
the 'household, the natuf^ of the^income, and tbe number of household 

members enrolled in postsecondary education, amonfe others. ' 

As illustrated "arjf Exhibit IV. 2, by subtracting the EFC from the 
expeq^se budget, one arrives at the figu-ire f«r the "gross financial needy- 

of an 'lndivi.4u^al^ ^tydent . ' Ii^' attempting to design an aid package which 

' , ^ * r 

ef fdci:i*v^ly meet^ this need, th^ tin>ncial aid, officer must draw upon the 

' . J' ^ ■ . ■ * • * 

.financial resources which are available to that p^articular institution 

* '* 

and the resources of . the individual student.- 'The options available to 
that aicf o.fficer ^and the student will, to some degree, be a function of. 
ijth^e institution !.s geographic loca^iion^ size, academic programs, 
.part icipitipn in the Campus Baaad Prograflis, and other 'characteristics./* 



\ 
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SECTION IV 
NEED ANALYSIS, BUDGEJTING AND PACKAGING 

- ■ ; ■ . 

PREFACE ^ ^ 

As part of the process of distributing student financial aid, the 

individual* institutions of postsecondary education have been assigned 

^^ome of the most crucl^ tasks: the determination of the degree of 

student need (Chapter^^TO , the establishment of the ^j^okponents and 
«> 

magifitud^ of student expense budgets (Chapter 8), and the combination of 
the various available resources of student financial assistance into 
individual aid '^packages" (Chapter 9) • Although these tasks appear to be 
separate items, they are, in fact, highly iikerrelated . 

Perhaps the most integral term in the field of student financial 
assistance is need. The federal government has, through legislation, 
y recognized that each student need for financial assistance is unique to 
his/her individual circumstance. The current system of distributing 
Campus Based aid ftin^s has been built on this premise. As opposed to t/he 
centralized system which governs the distribution of Basic Educational 
Opportunity Grants (BEOGs), the Campus Based programs shift the 
responsibility to the local financial aid office which must assess, 
evaluate and package assistance to meet students* needs. I^ile the 
Basic Grant program has been designed to offset the core costs of a 
student's postsecondary education, the Campus Based aid programs are 
aimed at me'eting ^^the direct and indirect fiscal demands of that 
educatiqn. The 
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Several schools noted that fchey were unaware of the letter of credit 
procedure* Others reported that they preferred direct monthly billing. 

Table 6,10 illustrates tha^ onljr atoong 4-year private schools is the 
letter of^c-Fedit system a less'-than-:3najority option* This may be due to 
the small size of some of these institutions which places them below the 
minimum $250,000 level. 

SUMMARY ^ • 

Institutional participation in the Campus Based aid programs is 
highest at four year institutions and twC> year private colleges. 
Proprietary schools reportedly have The lowest participant rate* A lack- 
of student need and limited administrative resources are the two most ^ 
comnon reasons given for not participating in Campus Based programs* ^ 
When applying for Campus Based funds, financial aid aff,icers are ^relied 
upon for supplying the greatest portioa of data required . on . the FISAP. 
Other administrative officers, such as the business of f ices , al^o play a 
significant role. The high costs associated with FISAP completion 
reflect the importance given to the proper and timely completipn of tis 
form. After -submission of the FISAP, most institutions await notifica- 
tion of funding levels prior to awarding aid, although some' institut'iona* 
award funds based on estimates on the previous year's award level. Once 
the funding level has been determined, the letter of credit system is 
used by the majority of schools to transfer funds from governmental to 
institutional accounts . 
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The majority of institutions adopt a cautious appro^*o^ and wait fo^' 

notification before awarding Campus Ba^ed aid funds, ^ong all 

institutions, 23 percent package aid according to an award estimate, 

while a slightly smaller group of scho61s> 22 percent, package aid up to 

the previous year's leyel* Six percent* of the sjchools make awards on a 

provisional basis. In these cases, award letters are issued with a 

disclaimer notifying the student that his/her award may be adjusted ^ 

later* A small percentage of schools, 4. 7 -percent , reserve and package 

funds for a certain group of students only. These include very needy 

students or freshmen. i 

» 

Use of Letter of Credit 

The letter of credit is by far the toost widely used method hy^ which 
intitutions obtain their , Campus Based 'fiinds from USOE. By means of this 
system, an il(jbtitution passes payment vbuchers. through a local bank fpr 
processing by a Federal Reserve Bank for deposit of cash vin the school's 
local bank account . As noted in Table 6,10, more than half (61X) of the 
institutions surveyed utilize the letter of credit system* 

TABLE 6.10: PERCENT OF INSTITUTIONS USING LETTER 0^ CREDIT, BY LEVEL AND 
CONTROL OP INSTITUTION:. ACADEMIC .YEAR 1978-79 



ALL 
SCHOOLS 



Public 



Institutional Level and Control 



A^Year 
Private 



2^Year 
Public 



2-Year 
Private 



Propri- 
etary 



Institutions 

using letter 61.4 

of -credit 



85.1 



18.9. 



63.3 



70.0 



Institutions 
Reporting: 



153 



4? 



37 



30 



10 



72.4 



29 



Source: Institutional Site Visit' Survey . 

Irj orcier to utilize the letter of credit .system, an institution's 
program cost must equal or exceed $250,000. Half of the 39 percent of 
the a^chobls that do not use the system report that they are ineligible 
because they 4o not meet this requirement* Another |^ percent are 
awaiting approval fop the use of the procedure at their institutions - 
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\ ^ " ■ ■ 

Many schools also reported direct costs for consultants and for 

computer use^ Overall, the^e averages were stnatll : $92 for consultants* 

I . ^ . 

, and $112 for computers. Again, the range of costs was wide. Consultant 

costs were as low as $200 and as high as $5,000. The data processing 

charges also encompassed a wide range, from $50 to $7,200. 

It is interesting to note that of the eight institutions utilizing 

consultants, seven were proprietary schools\ * The remaining institution 

/■ 

was a 2-year public college. The heavy concentration of consultants 
within the proprietary sector is riost likely needed to broaden existing 
personnel resources . • ^ ^ . 

Notification of Institutional Award Levels 

During the institutional awarding^rocess , a time lag exists between 
the date when a school submits its request for funding and when it is 
officially notified of its award levels. Typically, many schools must 
begin their, aid packaging activities before they know the exact dollar 
, amounts which they will be able to award. Procedures used by institu^ 
tions to deal with this circumstance are outlined in Table 6.9. 

TABLE 5.9: PERCENT OF INSTITUTIONS. EMPLOYING VARIOUS PROCEDURES TO PACKAGE 
FINANCIAL AID WIHLE AWAITING USOE NOTIFICATION, BY LEVEL AND 
» CONTROL OF INSTITUTION: ACADE^fIC YEAR lf78-79 



ALL 
SCHOOLS 



Institutional Level and Control 



Wait for notification 

Use of previous 
year's level 

Use' estimate 

Make awards on a 
'provisional basis 

Awards made to cer- 
_ tain applicants only 

Institutions 
Reporting : 



55.7 
22.1 
23.5 
6.0 

4.7 



149 



4-Yeaf 4-Year 2-Year 2-Year Propri- 
• Public Private Public Private ' etary 



49.0 
28.6 
20.4 
4.1 



.8.2 



49 



62.9 
14.3 
22.9 
5.7. 

0.0 



53.3 
26.7 
33.3 
6.7 

6.7 



30 



Source: Institutional" Site Visit Styrvey. 



66.7 
33.3 
0.0 

' 0.0 

> 0.0 



57.7 
11.5 
26.7 
11.5 

3.8 



26 
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TABLE 6.8: AVERAGE COSTS OF FISAP PREPARATION, BY LEVEL" AND CONTROL OF 
INSTITUTION: ACADEMIC YEAR 1978-79 



1 


ATT 

ALL 




Inatitutional Level 


and Control . 




SCHOOLS 




4-Year 


2-Year 


2-Year 


Propri- 






Public 


f Private 


Public 


Private 


etary 


Professional 
Salaries 


$2,285 


$4,448 , 


$1,412 


$1.,513 


$1,200 


$1,342 


Secretarial 
f Salaries 


678 


t,335 


323 • 


620 


193 


381 


Consultant. Pee^ 


92 


0 


0 


•• 12 


I 0 


589 


Computer iosts 


U2 


'i2i 


215 ■ 


^ 51 


■ 56 


0 


^ Total Cost 


$3,168 


• $5,905 

> 


$3,363 


$2,;97 


$1,449 


$2,313 


Institutions 
Reporting: 


152 


44 


46 


28 


10 


24 



Source: Institutional Site Visit Survey. 

• « 
'On the average, the direct labor costs associated witl^ the completion 

of the FISAP were ^2, 285 for professional saiarie? and $678 for 
secretarial salaries. The range of professional salaries wa5 very wide^^ 
from a low of $40 to a high of $67,512. The latter figure may be 
plausible for a very 'large school using the most sophisticated techniques 
to support ij;^^^unding request^ such as multiple projections of expected 
awards ^nder varying application assumptions . The cost' of secretarial 
help associated with the FISAP preparation ranged from $3 to $8,187. 

• 4. There are significant variati^ons in' both professional and secretarial 
FISAP costs among different institutional types* Four-year public 
college^ and universities h^ve the highest costs for both personnel 
categories, while the private (but not prdprietary) schools have the 
lowest. This may be a result of 'the enrollment -variations in these 
jschcool?. Since public institutions have, qn the^^^erage, 'larger . 
enrollment sizes than do private schools (see Table 5.1), more staff 
hours are i^ost likely required to collect and to analyze the larger sef 
of -student aid data. ^ 
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'TABUC 6.6: 1>ERCENT OF 'iNSTITimONAL'^FFICES WH ICH PROVIDE INFORMATION REQUIRED ON FISAP : ACADEMIC YEAR 1978-79'/ 



ltu« 1 1 tilt ionjil Office 



SeiKfent 

Enroll von r Size by Income Level 



Rust neas 

Kt tiatxc 1 a ) Aid 

AcWisHtonfi And /or I 
Rrgi »t rar 

Other 

InRtfttitioiifl Reporting 



0 

i 

91 

5 



2 
97 

3 

0 



102 



39 



ANKMt^t of Funds 
Needed For 
Each . Prograoi 


Total 

Inftt it tit tonal 
Awsirdf: 


« 

Total 

State. Awardfil 


Tot«l 

BKCH; AwardH 


Revf»nuos 
Recei vod for 
Ttiit.ion Fo^^fi 


15 




41 


43 


99 


8> 


53 




60 


0 


0 


0, 


0 


.0 ^ 


0 


6 


4 


5 


0 


I 


33 


105 


65 


67 


116 



So»«o«'! rnarituttoiial Site'yfiiit Survey. . , . ^ 

lAvrcfiU/iRca read fro«i top tf» bott««. Because of .oltiple reaponme potential, column percents may total wore than 100 percent 

/ 



TABLE 6.7:. PERCENT OF INSTITUTIONS USING SELECTlU) PROCEDURES TO CALCULATE INFORMATION RlSQUIRED ON FISAP 



ACADEMIC YEAR 197.8-79^ 



I/' 





Information Required 



Student 
; BHgibi Hty 
Enrol latent Sire hy Income Level 



Amount of Fund* 
Needed For 
Each Program 



Total 

Institutional 
'A war da 



Total 

State Awards 



Revofiii€>s 
Total Received For 

BEOG Awards Tuition and Fees 



102 



Calvulrtted with 
Hffftoriral ami 
Ctirrent Data- 

pro Ject iona M^de Trtrm 
Availnble Data 

Iiiftt ittitioni^ Reporting 



79 

23 
43 



94 



100 



96 



iOl 



101 



41 



85 

13 
61 



99 



77 



89 

11 

28 



103 



Source? Inst itViti onal Site Vi*it Survey ♦ 
I'periientflRes ar« coluam percentages antt may total ■ore than tOO percent because of ■iiltiple reaponaea. 
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or all of the follcwing areas: enrollment size; student eligibility by 
^income levelj amount of funds needed for each Campus Based program; total 
institutional grant awards; total state grant awards; total BSOG awards 
and revenues received for tuftion and fees. The percentage of 
institutional off ices , which supply information in each of these areas is 
presented in Table 6.6. - 

m 

As could be expected, the financial aid office is, in most instances, 
the primary supplier of data for the FISAP.^ I^hen determining the total 
amount of institutional aid awarded, a" somewhat higher percentage of 
schools report th^t this was a responsibility of the business office 
rattier than the fiaapcial aid office. The staff and resources of the 
Admissions and/or Registrar's office are used primarily to provide 
information on, enrollment size. In terms of FISAP completion, business 
office personnel are^used nearly exclusively in the acquisition of 
informat^ion related ^o the fevenus received from tuition ' ancNfe^es . The 
"other" institutional sources from which in^on^ation was obtained 
include: Board af Trustees., Development/Of f ice , and Academic Dean. 

Institutions report that FISAP data are most* commonly calculated in 
one of two methods. Ay presented in TablrS''''5T77^Lnsti tut ions -may 
calculate the required figures with historical and currant data or else 
make projections based upon available data.^ The former" method is most ' 
commonly used'^in calculating nearly all data required, except in the 
determiTiati"5n of the amount of funds needed. In this instance, almost 
all institutions use the projection technique. A notable number of 
institutions also use the projection method in the determination of 
institutional enrollment size. This is a plausible procedure for ^^ery 
large institutions. Or it may be used at schools' where enrollment si^es 
frequently. fluctuate, as is often the case at institutions operating on a 
quarter-^emeater system. 

Cdsts of FISA^* Preparation 
V 

As discussed previously, the preparation of the FISAP presents a 
..burden on -institutions in terms of st^^ff management and resource 
allocatior^. Table 6.8 details the costs associated with FISAP 
preparation . 
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Appropriately, other ins titutions offer various reasons as to why 
they did not provide additional information for Part B funding. These 
reasons ar^ presented in Table 6.5, by institutional level and control. 

TABLE 6'. 5: PERCENT OF INSTITUTIONS REPORTING VARIOUS REASONS FOR NOT 
^ PROVIDING ADDITIONAL INFORMATION FOR PART B FUNDING, BY LEVEL 

AND CONTROL OF INSTITUtlON: ACADEMIC YEAR .1-978-79 



ALL 
SCHOOLS 



Institutional Level and Control 

: : [ • — — ! ■ 

4-Year- 4-Year *2-Year 2- Year Propri- 
Public Private Public Private etary 



No need 

Too much work 

Miscellaneous 


61.5 
33.3 
15.4 


66.7 
41 -.7 
' 8.3 


72.7^ 
9.1 
27.3 ■ 


37.5 
50.0 
25.0 


ml/ 

' NRl/" 

nrI/ 


62.5 
37.5 
0.0 




Institutions 
Reporting: 


3.9 


12 , 


. 11 


' 8 


NRl/ 


"I ■ 

8 - 


• 



Source: Institutional Site Visit Survey, 
A/nR * No response 



^ 1 



Over half (61.5%) of the schools that did not provicte additional 
information for' Part B funding simply felt that they did not need the 
money* "We have suAicient funds under Part A," one said. ^'We haven^t 
used ,all the funds in the past/* reported another. One-third of the 
institutions (33.32) r^feported that completion of Part B involved too much 
work. Miscellaneous^reasons for not completing Part B were provided by 
15.4 percent of the institutions. These included: "form not required;" 
'•school ha^ nothing to gain by completing the fc/rm;" and "applied in past 
and were turned down." ^ 

Sources of FISAP. Data 

The task of completing the FISAP generally involves not only the 
financial aid staff but other administrative departments as well. Most 
ofteni these included the Business, Admissions , ^and Registrar^ offices. 
These admin is-trative departments reporCeltly provide information in some 
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To probe the reasoning behind decisions to request or not to request 
the extra (Part B) funding', schools were asked to provide information as 
to the bases for their choices* Table 6.4 presents the reasons given, by 
institutional level and control, for providing information requested oh 
the Part B form. . 

TABLE 6.4: .PERCENT OF INSTITUTIONS REPORTING VARIOUS REASONS FOR 

PROVIDING ADDITIONAL INFORMATION FOR PART B FUNDING, BY I^EL 
AND CONTROL OF INSTITUTION: ACADEMIC YEAR 1978-791/ 





ALL 




^ 

Ins^titutional I^evel 


and Control 


A 

t 

£■ 


SCHOOLS 


4-Year 


4-Year ^ 2-Year 


2-Year 


Propri- 


•> 




Public 


Private 


Public 


Private 


etary 


More funds needed 


65.0 


68.8 


V 

56.5 


78.9" 


57.1 


57.9 


Want to maximize 












r 


allocation 


37.0 


49.2 


39.9 


31.6 


57.2 


52.7 


/ Information easily 














accessible 


8.0 


.9.4 


13.0 


10.5 


0.0 


, 0.0 


Miscellaneous 


3.0 


0.0 


8.7' 


0.0 • 


0.0 


0.0 


Institutions 
Reporting: - 


100 


32 


23 


19 


7 


19 



Sources Institutional Site Visit Surveyo 

^ 

-i^Because of multiple response potential, column percents vill total 
more than IQO* 

From the results presented ^n Table 6*4^ it can be seen that the most 
conmon . impetfis fbr seeking Part B funding was to fulfill the need for ^ 
more Campus Based f und3 • The desire^ to maximize their allocation size 
was^ noted by 37 percent of the institutions^ while 8 percent completed . 
Part B because the informatidn was easily accessible* There, were also a 
few miscellaneous rationales mentioned. , '^or example, one school provided 
the Parf B data because, as a new participant, it was required to do so* 
Another institution completed the sectiort because it was the first time^ 
it had "applied otf the basis of fact rather than grantsmanghip." 
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As could^ be expected, the II^!5st frequently, cited reasons for 
nonparticipation' were "lack of administrative- ^resources" and "no need/' 
Other commonly mentioned reasons include: "not fami'liar with program^' 
"compliance too difficult;" "participation under C(5nsidetation;" and 
"object on principle." ^ ' . * 

It is interesting to note that of the 12 institutions whith reported 
that nonparticipation in- the CWS prpgram was due either to "lack of 
. administrativer resources" or "compliance too difficult," the ma>Drit,y 
'were proprietary institutions. 'This is most likely a result ©f^the - / 
federal regulation which requires that CWS students from proprietary 
institutions be employed in off-campus settings. The administrative 
resources needed to assist in or to perform- l^is task may^be too great to 
^legitimize pa^^ticipation from the institution's st%idpoint. 

Although this study includes schools that are relative newcQjners to 
these programs, most institutions have 4r considerable amount of 
experience with Federal student assistance. The average NDSl institu- 
tional participant, for example, has made use of this loan program for 

-almost 15 years. Comparable figures for' CWS, SEOG, and BEOG are IJ, 10, 
and 6 years ,^^spectively. Below, Table '6.3 pfresents the length of 

, program participation by institut^bnal level and control. 

TABLE 6.3: AVESACfe NUMBER OF YEARS INSTITUTIONS PARTICIPATE IN FEDERAL 
AID PROOSAMS, BY LEVEL AND CONTROL OF iNSTITUTIOfI: ACADEMIC 
YEAR 1978--79 ^ 





ALL ,M 

schCols ^ 




Ins-titutional Level 


and Control 






4-year^ 


4-Year - 


2-Year 


2-Yea^ 


Propri- 






Public ' 


. Private 


Public 


Private 


etary 


BEOG 


5.7 


5.8 


6.0 


5.6 


5.7 


5.2 


SEOG 


10.0 


11.8 


11.2 


8.7 


8.4 ' 


4.4 


NDSL 


14.8 ^ 


17.4 


16.7- 


11.9 


10.8 


5.5 


CWS 


11.4 


12.6 


12.1 


10.2 


8.3 


6.2 



Source: Institutional Site Visit Survey. . 
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TABLE 6 a:' PERCENT OF INSTITUTIONS PARTICIPATING IN FEDERAL STUDENT AID 
PROGRAMS BY LEVEL AND CONTROL OF- INSTITUTION: ACADEMIC YEAR; 
1973-79 





ALL 


Institutional Level and Control 






SCHOOLS ^,^3^^ 
Public 


4-*Year 
Private 


2-Year Z-^ear Propri-* 
Public Private 'etary 




BEOG 


100 


100 


100 > 


100 100 100' 




$EOG 


86 


100 


98 


74 90 67 


n 


. NDSL 


82 


100 


96 


62 80 53 




CWS 


82 


100 


98 


.87 90 . 20 




'Institutions 
Reporting: 


-.172 


50 


51 ' 

-■/ 


31 10 30 

.r 




Source: In-stitutional Site Visit 


Survey, 






TABLE 6.2: 


• * 

REASONS INSTITUTIONS OFFER FOR NONPARTICIPATIO^J IN CAMPUS 
BASED PROGRAMS: ACADEMIC YEAR 1978-79 

■ ■ - ' 


\ 






Number of 
Institutions 


Reason For Nonpar tici^at ion 

^ ' - — 


> * 
[ . 

l' 


SEOG ^> 




5 


no need 




\ 






4 


lack administrative resources 






3 

2 . . 


miscellaneous (object on principle, . 
institution not accredited) 

not familiar with program 




NDSL 




12 


lack administrative resources, 
especially for loan collection , 





CWS 



10 no need 

'3 miscellaneous (pbject on principle, not" 

' accredited, wo^d burden students) 

\ 

7 compliance too difficult 

5 lack administrative resources 

4 * ' no ^need ^ 

4 participat>iQn under consideration 

4 miscellaneous (object on princijple,' 

students haye^no time to work, cannot 
acquire matching funds) ^ 
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disposal, aid offices\nay vSpend varying aipounts. of time in, preparing the 

FISAP»* Experienced' aid^ c>fficers' have developed expertise in the 

techniques which my reStrlt in ' the^^attainment of school's maximum <avard 

levels.^ A contemporary forta of "gran^tsmans^hip''' is* cuisrentily;. being * , V - 

■ ^ *^ f' ' ^ 

employed at many# institutions to ensure that their schools -ar^ allotted 

their fair share of Campus Basied fUnds^ / ^ * ' 

» ' ' ' . s 

^ ^e^y^e of* USOE mandated audits has also been .a point of controversy 
^oflg'^ financial aid officers* Beginning with* the 1976^77 program year,/ 
USOK has required that audits bf finaticiaJL aid offices be conducted by 
non-Federal auditors at 'least once eyery* two years* USOE contends . that ' 
the n4cessit;ie9* for Feder*!^ oversight of public monies demands that 
audits >e coiraucted in' order to^ "monitor the fiscal integrity ojc an ^ . 
institution' s_t3?flbMact ions and repot ts and^ whether such actions are in 
compliance 'with applicable laws and regulations.'-^ . ^ 

RESULTS ^ ' • 0 \ . * * - / 

Program Participation ' . ^ x • . * ' \ 

Of the 172 schools sutveyed "in this Study, all. but 15 participate in 

o^ie or more .of the Campus Based student ai^ programs. All 172* 

iSistitutions participate in BEOG. Table 6.1 presents the tate of BEOG 

• ■* 

and Cainpus Based participation for the five standard institutional types,* 

The particii>ation percentages are highestf at 4-year institutions and 
2-year private colleges, while 2-year public schools are more apt to have 
a somewhat lower patticipation rate.^ The lowest rates are seen at 
proprietary institutions which may be a^ result of administrative 
limitations and/or the institution's determitiation not to seek program 
eligibility. * ' 

For those institutions that do not participate in one or more of the 
Campus Based Programs, some common explandtio^ were apparent. These are 
presented in Table, 6.2. ' 



i^Applied Management Sciences, Stage T Final Report Volume I (Silver 
Spring, Md. 1978), p. B.5. , , 
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ta the itudftiits . This dQ^igna^ known as -the Alternative Disbursement 
SystE^m (ADS), ^iliro^gh, the ADS .inet:|iod, Institutvons furnish USOE wi^ 
daXa pvi *edujQa'tional- costs only ,and agree to help monitor awards for 
cdatknu^d apgcopria^epess . '* , 

THE ISSUES s.. 

% All of *{2h'e ^chQo^s surveyed in tihis study ^re participant's* in the^^ 
-BEOQ. progVanif' and ^mbst schools* partrcipatied in't^ie Campus Based 
programs • ' For ^o^e that did not participate, two common reasons were 
.cited* The. firs* ^ is ijelatied Jro 3 ^lack of student 'need observed at some 
.tu^ions which negates fh^ *need for seeking add»itional aid sources* 
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A second reason > associated with, the excessive ampunt of record 

^ * " / * ^ ^ "^^T^ ' * . 

keeping, stafff hours, and general administrative activity required of 

» 

ptTQ^ram pkt^cxpation* USOE mandates that completion of the FISAP, ^« 
quarterly BEOG progress reports j aitd annual* , student validation roster be 
performed in order to receive funding^ Although a time-consuming task 
fot' the institutions, the propet completion of these forms kllows Che 
*Fed*eral government to keep a watch over the more than^ $5 billion dollars 
spent annually on Federal student^aid programs. This is an sample of 
USOE exercising its responsibility to maintain a tight rein on taxpayers' 
money* ^ ^ ... ^ 

To helpi* relieve institutions of some' of the financial burdens 
associated with application and reporting activities , the Higher 
Education Amendments of 1976 authorizea a $10 p^r student administrative 
payment for each BEOG and GSL recipient . Yet, to date, no such payraients 
have been made to any eligible institutions^ To many institutions, this 
represents a»failure on the pafrt of USOE and the Congress to recognize 
the \burdens which they are placing on the schools. - ^ 

Because of -the financial ^ffect of l:he C^pus Based programs on the 

institution and its stuilents, most financial aid officers consider the 

proper and timely completion ^>f the FISAP to be one of the most important 

J) , % ' . > ■ 

tasks undertaken duriag" the calendaj- year. The complexities of the 

application process require the ^killed ^hand of an aid professional to 

guarantre^'its proper completion* Depending on the resources at their 
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conducting int'ernal auditS are provided by the U.S* General Accounting 
Office.. More specifics on auditing procedures are enumerated in the 
. Stage I Final Report of this study. 

Allocatioa of F unds to the Institution 

' ■ ■ n ' " - , ■ ■ . - ■ . 

As outlined in Chapter 4, a school's level of Campus Based f\lnding is 
determined through a formula process conducted. by USOE. Once the FISAP 
. is reviewed . by the Office of Education, allocation levels are announced. 
Although, these funding levels -are based primarily upon projected student 
* need^ other factors are taken into account I For example, a review of the 
institution s past performance in administering federal aid programs is 
made. Institutional methods of determining student need and the amount - 
of surplus'^aid retained by'the institution from the previous fiscal year 
ar& al§o considef^ed. . t ' * ' 

Once the allocation level for an inisfti tution has beteft deterinin^ , . • 
there are two ways that Campus Based funds can be transferred from the * 
Federal government to the institution. One is through the latter of 
credit system . Under this method, the institution submits payment 
vouchers through its local commercial bank to a Federal Reserve Bank in' 

. exchange for deposit of cash intb the institution's local^ bank account* 
The latter of credit system is available. only to institutions with annual 
programs in excess cff $250,000. For those institutions wJftch do not* 
qualify cfi: otherwise opt for this system, a second mepjfod, the cash 
request system is used. Under this design, the institution files a 

^report each morith with USQE which forecasts its cash needa in all the 
Campus Based programs for t;iie next month. Upon receipt and review of 
this report, the Departmental Federal' Assistance Financing System issues 
a check to the institution. 



.. The flow of Basic Grant .f||nds is more easily controlled by USOE s'ince 
it maintains rosters of BEOG applicants for each institution. School 
officials may elect to distribute BEOG funds themselves, by requesting 
that these monies be sent directly to the institution by the government. 
This procedure is known as'-the Regular Disbursement System (RDS) . Using 
'another method, institutions may ask. USOE to make the ■ pajrment^' directly 
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accuracy in application completion^ Increasingly, taany institutions are 
developing sophisticated record^keeping ^systems ^ including the use of 
computei: technologies. ^ ^ * ^ 

Audits and Program Reviews 

Th6» Audit Agency of the Department of Health, Education, and Welfare 
is responsible for the. coordination of all audits, whether conductedsby 
Federal or non-Federal personnel. ^The purpose of audits of institutiOTta 
financial aid offices initiated by USOE is to ascertain whethe r sttf <ient 
financial aid programs are administered in accordance with applicable 
laws, regulations, terms of agreement, and USOE directives. Th^also 
Investigate 'the appropriateness' of the accounting and record-keeping* 
systems in use, the treatment of known problem areas, and the 
effectiveness of financial ^id staff members'* Audit reports contain 
descriptive summaries of the practices of the, aid offices as well. as 
evaluative essays on areas where* improvements wQi^ld increase the 
efficiency .of th€> aid office operation* 

c The primary vehicle used to ensure thap financial aid programs are i 
'compliance with all Federal regulations is the Program^^evie^. These 
reviews are conducted^ -under the <di recti on of the Division of Certifi-*" 
cation and Program Review (DCPR)' of USOE, Geaerally, a Program Review 
will plac6 more emphasis on verifying an institution's compliance with 
Federal guidelines while an audit devotes pior*^ attention to thesproper 
control and accounting of fu^ds. 

At their own discretion, or when specifically requested by USOE, an 
institution may undertake an audit* of its aid office* These internal 
audits, conducted by independently contracted certified auditors or 
"impartial^* institutional personnel, provide governing boards and 
institutional administrators with an opportunity to determine whether 
their financial aid policies and practices are in keeping with the 
overall philosophies and missions of the institution. It also affords 
financial aid officers the chance to step back and evaluate the 
effectiveness of their operation. From this perspective, probledrs can 
better be spotted, and corrective solutions applied. Guidelines for 
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•INSTITUTIO^JS AND fHE FEDERAL GOVERNMEtg 

INTRODUCTION. • " *. . . * 

Applications and Reports ^ - 

Each year, generally during the^'month of October, institutions submit 
their requests for Canpus 3ased funding* to USOE for the upcoming academic 
year. To do this,' schools must complete the FISAPV which combine? the 
application for- funlis with the fiscai operations report of the previous * 
year. In years prior to 197i5,. institutions were required to complete a 
separate funding application irj additioa. to the Fiscal Operations Report 
(FISOP)# A detailed descriptipn of ptfogram funding was includedj^n the^ 
Stage I Firral Report of this study. . * - - \ 

Because the BEOG ^program is an entitlement program controlled 
directly by lISOE,^a formal application for funding is not required by 
institution^ . But, as is die case with the Campus Based programs, 



schools receiving BEOG dolors must be certified as eligible by the 
Division of E^gibility and Agency Evaluation of the U.S. Office of 
Education. Additionally, these achools must file quarterly reports to 
the Departmental Federal Assistance Financing System (DFAFS) detailing 
the expenditures of BEOG fiunda at their iostitutiohs . The Stage I Final 
Report also describes the DFAFS system in detail. 

To accomplish the task of compiling the data necessary for the 
fulfillment of application and reporting requirements, an effective 
system of record keeping and accounting must be continually maintained by 
^financial aid managers. Such a system results in greater ease and 
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preparation for major work periods su'ih as registrations, assistance in 
the work of other institutional sectors (i.e., admissions ^nd academic 
scheduling), and keeping up wita^developments in aid procedure^* and 
legislation* ^ '* 

The last of the J^^ur groups' cofttiiris *'A11 Othe;r Activities" and * 
accc^nts^for just over 10 percent ;o£ all aid office activities* Most of 
Che items included ^in this categoify are designed .to provide general * 
backup and support for «ct£v:^,ties I included in the other three 
categories. For example, the mos[: frequently cited activity^ in this 
"group is the validation of application data and tl^e monitor;,ng of aid 
Recipients to ensure that they arje maintaining satisfactory ax:ademic 
records; a routine activity for idost schcS^ls* At the same time, the NDSL 
program requires extensive counseling, the staff must receive periodic 
training,' and the basic planning and procedural reviews** (e.g. ,^ 
calculation of the overall need for;, student assistance, review qf aid . 
p^ckagiag procedures, review of student budget figures) must take place 
on a regular $a£^s* \ - a 



At the same time, most institutions hav.e a variety of other reporting 
requirements, such as annual state pfogram applications which are 
analogous to the FISAP; annual interjial reports on financial aid office 

p oiperations; regular self-audits, self-evaluations, and program reviews; 

,■ 

>.and reports requested by other 'Federal agencies, such as Office of Civil 
Rights, reports on grants from the National Institutes of Health, ^d the 
.annual Higher Ediic^tion General Infdnnation Survey (REGIS) conducted b]^ 
the ^'National Center for Educational Statistics, 

The record keeping activities included in this .third group ' consist . of 
many standard activities sometimes ' handled by -business offices but always 
requiring major inputs, a-t^inimu^i, froq the aid persorinel and f^iles, 
such as updating individual stucfent fiies, correcting records for changes 
occasioned by withdrawals or dropouts ,^ balancing student books against 
ledgers for particular types of ^assistance (like NDSL or SEOG), and all 

. aspects of the auditing process* ofher record-keeping- activities- are 

/ . ... ^ . . 

nq,cessLta|:ed by the responsibt^a. fies^associated with specific ajld ^ \ 

program?. . For ^ttjc^ple, CWS tor othe^ forms of work-study , whether 
federally supported or not) requires the development o£ student jobs, the 
referral and placOTient of pros^ctive wor^^^rs', ^monitoring of work 

p^rformance,^Ad possibly a formal evaluation of itKe experi-ence. All of 
^, this, turn, require* accounting^Tor the>inaintenance of any pdyroll,^ 

tiflie r^ords, paychecks, and witho-Vding fortaa ^j^r tax purposes. As 
another example, NDSL Caswell as ;pi:her instn. tutionally based loan 

j programs) requires an extensive loan record keeping, billing, ^n4% 
collectioft bperation. Otli£^r loan-re l^:£ed a9tivitiei may iaclude 
notification of thfe current sttidj^nt status for* each GSL lender,^ and 
making ^nd servicing loans from a* school's emergency fund (nj^t system- 

^ atica-lly covered in this study, but most^schoofs of any size have small 
loan funds t^at can be use^ by students to cover short-term,' unforeseen 
needs.) 

Finally, with respect to this third group of activities, all aid 
offices require minimum of general management and housekeeping. This 

«^ ma^include compilation of the budget for the aid office itself, 
% ^ 

.^15 ' / 



TABLE 5*A: 



COUNTS OF ACTIVITIES REPORTED BY SA>ffLE SCHOOLS BY MONIH REPORTED: 
ACADEMIC YEAR 1978-79 (cofitinued) 



Activity Deflcriptlon 



Annual 
Frequency 



MONTHS 



Report i n^_g nd Record-Kcepi oj ^ Activities (CcHUiimed) 

Iftstituttoncl report»/intern«l re»earch/iiel f-- 
audits f ev«tuatioR«, progrMi revi c«/ftudent 
aurs^ 

Gcfiers! nanagesent And planning, aid office 
hui\gtt9f review legf»t«t{ve cUmgea/ prepare 
ior SuPitcr, Scthio I /prepare fpr regi strct Ton/ 
pi«iichcd»1ing/0CR, Hill fund repor t«/IECIS 
reports/staff retreat 

Other loan procemBing/tepott atudcnt «t«tti« to 
* CSL li^nders/coiibAel for college loiin fund 
reclpient0/procivs» ewergeRcy loert fund delln- 
q<ieot litt/etc« 

FISAP prepitr»t i oi>^ suljiti sstoDf replies, appeal 
preparation^ appeals t etc* 

Accaimt i ng/updat e records/ reconci I e accounts/ 
prepare ledgera/audits/put data on cosiputer^ 

CWS /other student eaiploywentt job developaent/ 
placeBmt /eonit or i ng/t{iae sheets/payroll §/ 
W-2s 

HDSL bi 11 infc/rollect ton/coord inat ion with 
hilling agencies/default reports 

Iniftitutional budgeting/project needs/ 
project onrol lia<*ht f ncoaie/ survey available 
funds/etc^ 

Develop packaging rules, gulA? I ines/stiident 
budgets/aid cal endara/aid procedures/priorities 

Monitoring and Validations revfew acadepic 
ftr^fRdlng of recipients/verify e«r<>n»ont/ 
procvHii ill (I t r £ffmcri pt «/t **<^n(*?*t IHt^ l(>40» for 
♦ ►pp*^rr f an(t ^ tiidrnt a / 1 *»vt roir^r loml^ 

• Solicit outside aid ^donors/report and co- 
ordinate wix^h outside aid donors/handle CETA 
training payiaent»/«aks^ LEEP auppl esient al foixl 
request 

NBSt counsel, en t ranee "*i ntervi ews , ^nd exit 
t ntervieiiw 

Attend financial aid conferences/ t ra i ni ng 
sessiona/profeasional Bevtinga. 
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Institutional Site Visit Survey. 
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TABLE 5. A: CQDRTS OF' ACT! VITIES REPORTED BY SAMPLE !>CHOOLS BY mnm REPORTED; 
ACADEMIC YEAR 1978-79 1'^ . - ♦ . 



ActtviCy Descrtptiqp 



MONTHS 



All Activities 



Appli^fa tloQ g nd Outreach Activities 

UpdaCe/revi mid mmtcrialWp ritrraturv^ and 
sppficatlon forM 

■* , v * ♦ • 

Distribute water i «t « and «l i terat ur« to new 
Student*; for .continuing atudentf^ for other* 

At{v«rttae |iid/conduct vorkihopa and ae«in4ira/ 
« oiitreacli for needy atiidenta/tranaf er * 

•tudont orientation 

GenerAt coufiset Ing/a id iniervie^s 

PrVkceaa applicationa for freahweoy SuMer^ 
CWS, toan^. (including OSDj late applications 
• (in May, October, Nbvenber); rnnpile appliea*- 
tt on a tat I atica 

Packagi n g a j ^ ^Avardl n|^ Activittea . 

Aid pa^ka^ingt Including aid for Sufsmer aeation 
rectpi*enta . ' ! 

Award (tet i>riai nat I on for fresti«ieii| Siiiaier ^ QifS^ 
CaMfiiia Hatved, tranafera^ Kcrtt, inatt tut tonal 
aid - \ ^ " 

Award revi at ona/adjua baent of 3aalc Grant a 

Avard lett^^r'a/wai I avrards (for Sprang, SuaMter^ 
Fall) ^ 

Diaburae. fxmda for Spri ngj^y^iwiaer Fall 

l.ate awarda/«ward appeal ate BKOGa/neada 
m%^a\yBls ct«»igos/real locate futids froa no-ahovs 

Re j>o r t"in§ aiid RecAd-Keepi n^ ^5^^ j^tj ea 

State reporta/cert if ica-fcvpna/progran ^ 
*appl i cat I on« ' 
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I/K.-ber. .re tot.X referee, to .pecific vork t..k. .entioned by » group of 85 ln.trtution. P^T^ f ^"f "-fj.^f J^^^t; .'^a 
o"ic".chedu.e,. In. .d.Ulon. 21 .choole were not on tr.dition.l .c.d^ic "1- -r- and --J"' fj-;^' ^^J^J^r , 
th*re w« no org*ni,ed clendr of .ctivitie. or g.ve only, very general r^.pon.e-l mi 35 ""J* ^t^ul^ 30; 
Furth.n.ore, J .11 85 .d,«ol. h.d cc-e.U. on every -onth, the nu-ber of no nre. pendent, by -onth J«>u-ry. 30, 
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and interviewingj and the basic processing of incoming foirnfs, organizing 
financial aid folders, assembling all needed data, etc. The last step 
may require the aid of f i^:e to obtain a number of documents ..besides the 
application. Indeed, institutional applicat'ion forms are typicatly 
supplanted in< importance by the detailed financial aid data provided 
by the applicgint to needs analysis servijire agencies, and then passed 
on to the school, with 'the approval of the student, as a report for 
institutional use. . V 

These materials are, of course,^ retained in the application aid file, 
as are a variety of other materials acquired as part of the application, 
process, prior to the initiation of the packaging-^ process. For example, 
other materials that may be irtcluded^in the applicant's file are 
certifications of academic sta^nding^ affidavits as^to dependency or other 
issues of status, special application forms for particiflar kinds of aid, 
consumer information certificates (e.g., copies" of disclpsur^ and 
truth- in-- lending statements, s'igned by the recipient to certify that 
their contents are "understood^ other kinds pf loan-related 
docim'entation, sijpporting documents f or ' data. ^siJ^mijf: ted in the needs . 
analysis process (such as IRS 1040s, which may be requested to con^rm 
injU5me claim3)> correspcfndence, and occasionally transcripts, of 
particular significance is the observation' that at"^east some af the 
schools explicitly plan for the handling of late applications^^ Althoag)f 
the sea^sonal ebb and fljow of all of these activities is pronounced (see 
below), some application activity occurs at all times, 

. . . ""^^ 

Closely related to these activities are those record keeping and 
reporting activities included in^ the third activity catagpry, which 
accounts for o^^er 20 percent of the total activities-enumerated. 
Clearly, the most prominent of these is the preparation and submission of 
the FISAP repor^t. This is the combined program appli-cation and reporting 
form for .participants in the Federal GampuS Based aid program. This 
activity follows a strong seasonal cycle ^which 'peaks with the October 
submission deadline (see below). The imposition of this deadline 
allows many schools to preschedule their FISAP award review, appeal 
preparations ,* and appeal ptocasses. 



A. 2 



118 J 



-The detailed activity citations are presented'in Table 5. A. They 
serv'e to provide an excellent inventory of most of the major work tasks 
that are carried out in the aid office. The tasks which are niost 
prominent stand out clearly and define the maj or preoccupations of 
financial aid specialists, while many of the activities that are 
mentioned less frequently serve to call attention to a large number of 
sacondar^ responsibilities and duties which the aid office must also ^ 
handle. In addition^ the detailed data on* work activities provide some 
feeling for seasonality and timing for particular aid tasks, which will 
be addressed at length below^ For convenience 'of exposition, the 
4e tailed tasks of Table 5 •A havo^been grouped into four major 
classifications}^ . Application and Outreach Activities, Packaging and " 
Awarding Activities, Reporting and Record Keeping Activities ,* and All 
Other Activities, 

Of these four major activity groupings, Table 5. A shows that over 40 
percent fall under the heading of '-^Packaging and Awarding Activities/' 
The bulk of these responses are : concerned with the determination of the 
amount of an' award, often for specific types of aid or specific kinds of 
recipients There are also a 3ul?stantial number of citations for award 
revisions, as initial determinations are adjusted and altered. This can 
occur for a large number of reasons, including changes in family circum- 
stances or available" resources, Refusals of assistance, correction for- 
dverawards, shifts in fees or other budget elements, etc. Other 
activities in the award process were noted by a|few schools, |uch"Sas 
appeals by students^ changes in the heeds anilysis (that is, an 
adjustment in expected family contribution), and the reallocation of aid 
funds originally assigned' to applicants .fail to enroll or withdraw 
after enrolling. 

Almost 30 percent of the responses fall in the "Application and V 

Outreach Activities" classification. These activities include the 

preparation and distribution of aid literature, material?, and ' 

^ ■ s 

application forms; the conduct of workshops and seminars for students and 
their families; outreach programs to find needy applicants; counseling 
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expected "on the basis of the number of recipients alone"*)'* It is 
interesting that the low leveT of productivity for 2-year public schools 
in the cases of MDSL and CWS, while not disturbing the rani ordering on-- 
the basis of scale, nevertheless confirms the earlier (and similar) 
findings Table 5.»^ above* Thus, on. balance, greater scale generally 

. is associated with higher productivity, with the possible exception of 

^2^year public schools. . , ^ 
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TABLE 5"a2: SELECTED MEASURES OF FINANCIAL AID OFFICE ^WORKER 

PRODUCTIVITY 'AND SCALE OF OPERATIONS BY .INSTITUTIONAL LEVEL 
AND CONTROL: ACADEMIC YEAS 1978-79 



.In»tiCution«l Level and Control 



. SCHOOLS , „ " ~~ Z^. Z 

V 4-Ye«r 4-Ye«r ^-Year '2-Year Propri--^. « 

Jfe * Public Private Public Private etarv"^ 



r=^. 

Mean Per soot Couii^i^^^ck. 














Per Office Worket:;^ \ 
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Mean Peraont Counaftied ^ 
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8208 
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318 • 


Mean Aid Applicant* 














Per Office Vorfcer 


239 


345 


248 


185 


134 


''99 


Mean Aid Applicants 


1782 


5089 


1258 


740 


342 


195 


Mean Aid Recipient* 














Per Office tforlcerl/ 










• ■ - * 




' BEOG 


360 ' 


516^ 


379 


242 . 


317 


187 


SEOG 


^ 473 


774 


457 


Zl l ' 


'^15 


. 166 


NDSL 


442 


773 


419 


77 . 


646 


126 


CVS 


290 . ^ 


372 ; 


307 


78 


331 




Kc«n Aid Hecipienta 














BEOG 


566 


1882 


332 


442 


115 


115 




205 


473 


169 ^ 


U5 


59, 


32 


NDSt 


421 ' 


936 ' 


373 


41 


86 


51 


cws 


320 


746 


257. 


87 


89 


10 



Sources Xnatjitutionel Site VitiC Survey. 

^The dencvinator for each caae it t^pi-pc 
peportHI at allocated to the particular aid profrava* 



I^The dencvinator for each cate it C^per ton-year* of finencial aid office ataff tU 



On Table 5 ♦12 in terms of both individuals counseled per worker and 
aid applications processed p^r worker, th^re is a perfect tank 
correlation among the measures of productivity and their corresponding 
measures of scale (i»e», sindividuals counseled and applications 
processed^ respiect ively) . Using aid recipients by program as the scale 
measure and aid ""recipients per worker by program as the measure of 
productivity, Table 5.12 shows that the rafik correlation is not perfect, 
but that the rankings of scale and productivity are the same in all but 
three c^ses. Two of these case's occ^fr^*^ the BEOG programs (the 2--year 
•'public and the proprietary schools have Idwer productivity levels than 
expected on ^ the basis of recipients alone) erA one occurs in the SEOG 
program (the productivity for 2-year private schools is much larger than 



Office Staff Productivity - ' ^ 

Throughout this final section of Chapter 5, the statistics presented 
reportedly, involved implications regarding financial aid office 'and ^ 
worker productivity* These implications ^ave been variously referred to" 
as "efficiencies," "sCale economies," and "productivity." The purpose of 
this last table in Chapter 5 is to complete the .focus on^productiVity . 
Before doing so, however, it must be made clear that, in the discussion 
of worker productivity by type of school, no reference is being m^de as 
to the capabilities, or dif f arence^^tj capabiliti-es , of yorkers ^ong the 
school types. This question was explored earlier in Table 5»7, where it 
wa||. concluded ithat differences ip education and experience were sn^ll and 
scattered, ^with some minor systematic variation correlated with gross 
wage and salary differences (see Table 5.8). 

s 

\ 

ftather, Table 5.12 will examine productivity differences which would 
occur even if all personnel of a given type were identical iti capabili- 
tie's.. Thatr is, productivity, differences will be due primarily to 
ecciiomies of scale of operation (which results from the ability to 
provide a better mix of resource inputs such as computers, the ability to^ 
have office personnel specialize in task assignments through division of 
labor, the avoidance of problems connected with factor indivi^biiity , 
and the ability to spread tasks, which are necessary^ but unrelated to 
office size, such as many reporting functions, over a larger volume of 
office operations) , and not to differepdes in worker capabilities^ 

The productivity figures in Table 5.12 are inversely related to the 
measures used in previous tables. This is because previous tables 
examined the workers used per unit of output, whereas Table 5.12 examines* 
the standard measure of productivity? units, of output per worker. Just . 

. as t?he previous measures were found to decline as the size of the \ 
operation increased, »ehe measures on Table 5.^2 should increase as 
operation size increases • For convenience, the appropriate measures of 

•the size of operations (persons counseled, aid applicants, and aid' * 
recipients) are repeated on Table 5.12 from Table 5.5. ♦ 
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WhilC 'a wide variety of recruiting sources are employed among the 
school types, these patterns do not serve to explain the patterns of 
hiring and retention problems (although they may contribute to them). 
One other possible explanation for the hiring and retention problems 
(other than those explicitly stated as a problem in Xable 5.9) is the 
selection criteria used in employing aid professionals. Table 5.11 shovs 
thatf with virti^lly all schools in tfie sample reporting, school type- 
specific frequencies of selection critetia are evident, but none is 
systematically related to the problems itemized in hiring and retention. 
Typically, technical skill is the most frequently mentioned selection 
criteria, although 4-year public schools report FAO experience as a, 
screening .criterion more frequently. Interestingly, 4-year private 
schools mention FAO experience's a screening criterion just over half 
the time. Other important selection criteria for 4-year public schools 
(who seem to use more criteria, more often) were management skills, 
counseling skills ^ and academic background. Again, private schools use 
this latter criterion in otily. two out of five cases. Lastly, proprietary 
schools use the selection criterion, personality, only half as often as 
do the other types of schools. 

TABLE 5.11: PERCENTAGE OF INSTITUTIONS USING VARIOUS RECRUITMENT 

SELECTioiJ Criteria in hiring aid professional's, by 

INSTITUTIONAL LEVEL AND CONTROL: ACADEMIC YEAR 1978-791/ ' 



Instrl tutional Lev^l 4nd Control 









4-Ye«r 


2-Ye«r 


2-¥etr 


Propria 






Public 


Pri v« te 


Public 


Private 


etary 


T«chnic«l Skill 




36 


82 


97 


80 


90 


FAO Exp«ri«nc« 


• 


92 


61 


80 


80 


83 


Counseling Skill 




86 


S9 


83 


70 


79 


^{«nAgeacnt Skill 


•> 


90 


7S 


67 


'60 


62 


Ac«d, Backgroutid 




78 


41 


50 


40 


66 


Pe r »on*H ty 




2D 


20 


20 


20 


10 


Hufliber of Reipondents 




50 


49 


30 


10 


29 



Sources Intcitutionti Sit« Viiit Survey. - 
l^Hul triple reepontef «re <I loved in ecch colosn* 
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In the face of these hiring and retention problems, it is interesting 
to see wh^, sources are used to recruit aid professionals and to see 
whether different soufoes are used by those types of schools which report 
hiring and retention problems. -Table 5.10 showg^ that, while some 
differences exist by type of school, there appears to be no . systematic 
relationship between recruitment sources and the reporting of hiring and 
the retention problems. The most common pattern is to use sources in*' the 
following decreasing order of importance: school placement offices, 
general audience advert isements Ce .g • , newspaper ads), professional" 
associations, special audience advertisements, personal contacts and, 
lastly, private placement services. 

TABLE 5.10: PERCENTAGE 0? INSTITUTIONS USING VARIOUS JRECRUITMENT SOURCES 
FOR AID PROFESSIONALS. BY INSTITUTIONAL LEVEL AND CONTROL: 
ACADEMIC YEAR 1978-791/ 



Institutional Levrl and Contrql 





4-Ye«r 

PubUc J 


4-Ye«r 
Private 


2-Yeer 

^Public* 


* 2-*e«r 
Priv>te 


Propri-* 
ttery 


School PUcM«nt Office 


72 


50 - 


59 


25 


39 




60 


37 


59 


25 


39 


Profe««ion«l A«soci«tlan * 


62 


33 


29 


0 


33 


Sp«ci«I Audltncc AdvcrClitsttnC 


62 


27 


35 


13 


U 


Perfoiuil* ContxcCa 


13 


17 


^2 


50 


22 


Private Ptacaient Service 


19 


27 


* 6 


0 


6 


ffu»ber o£ RetpondtnCt 


47 


30 


17 


3 


18 



Source: Inetitutioiuil Site Viait Survey. 
i'^MultipI^ r«»»pcn»e» are allowed in <?ech coluwn. . 

Sixty percent: or more of the 4-year public schools use one or more of 
the following: the school placement of f ice general and special audience 
advertisements, and professional associations. The most frequently ' 
mentioned recruitment source for all but the 2-year private schools is 
the school placement office. For the 2-year private schools, the most 
frequently m&ntioned''^ source is personal contacts, with absolutely no use 
^de of professionari associations or private placement services by these 
schools. Little use rs made of special audience advertisements by either 
2-year 'private* schools or. proprietaries . Lastly, proprietaries reported 
using none of the recruiting sources more than 40 percent of the time. ' 
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.Retention and Recruitment of Aid ProfesslotTial^s * 

Given the salary levels displayed above, it is not surprising that ^ ^ 
salaries are the dominant problem in hiring and retaining FAO profes- 
sionals* Excluding proprietary and the 2-year school, which display low^ 
numbers of responses, Table 5*9 shows that almost al^l,;^f the 4-y^ar 
schools which stated they had a hiring problettt, ari^rj^t/'l^t'ge percent of 
/ thofife reporting a staff retention problem, indicated that low salaries 

wer$ a 'cause* Overall other hiring problems in thes.e schools were minor 
by compar^on, with up to 20 percent of ''the 4-year schools with hilling 
problems mentioning such^ factors as working conditions, school location^y . 
and lack of support from the school administration* On the other hand, 
higher response frequencies were received from 4-year schools reporting 
retention problems caused by working conditions (over 30 percent ), ,and 
the hiring of workers with limited commitments (spouseS 'of students) or 
the hiring of young workers who eventually realize the lack of advance- . 
ment opportunities within the financial aid office (around 20 percent). 

TABLE 5.9: PERCEOT OF INSTITUTIONS GIVING SPECIFIC REASONS FOR HIRING 
AND RETENTION ^ PROBLEMS, BY INSTITUTIONAL LEVEL AND CONTROL: 



ACADEMIC 


YEAR 1978-79 


















Inatitutional L«val 


atKi Control 






4 -Tear 






2 -Year 


Propri-" 


f 




Public 


Privat* 


Public 


*Pri\rat^ 


«Cary 


Hirins Probl«M (X) 














School Location 
^^orklnj Condition* 
S«Ury 

L«ck of Supptwt 




0 

97 
9 


7 
18 
\ 89 

4 . 


17 

0 ' 
50 
33 


0 

0 

ioo- . 

' 0 


0 

- 0 
IOO 
0 




35 


28 


i2 


2 


! 



Retention ProblMi it) 

Temporary £«pl6yv^t 
Working •Cooditiona 
Salary 

Lack of Support 
Muaiber of Caaev 



a4 

36 
91 
11 



24 
33 
73 
6 



25 
25 
83 



25 
0 
50 
25 



0 

50 
50 
0 



36 



33 



12 



Source: InatituCional Site Viait Survey. 
I^Kultipte reaponaea^are allowed in each colum. 
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iABlE 5.8: .MEAN SALARIES (IN ANNUAL DOLLARS) FOR SELECTED PERSONNEL 

CATEGORIES, BY INSTITUTIONAL LEVEL AND CONTROL: ACADEMIC YEAR 
1978-79 



ALL 

SCHOOLS 



Institutional L«v«l and Control 

4-Ye«r 4-Ye«r 2-Ye«r 2-Ye«r ' Propri- 
Publlc Private Public Private etary 



PrQf«««ioiuiI and * 

P«er Co*bin«f_l/ ^^^^^^ ^^^^^ ^^'598 16,69!' i2,572 13.260 

Prof««ion«I2/ 14, $91 21,191 n,5b8 15,503 1^,915 17,884 

Secrecari»l/Cl«ric*l - 5,809 ~ 6,719 4,869 7,154 5,559 7,549 



Sourc«: Inatitutional Sita Vlait Survay* 



I* 



-^Dti# to OHB r«f tricCiona, i«larl*« could not bm obtained directly. Rathar, 
the total vage bill in tach office for Prof«ifion«l and Peers combined wai 
obtained, end these selariea v«r« calculated hf dividing the vAge bill by 
the nuaiber of fuU^tiaie equivalent profeifionele end peere in each office. 

-^Calculated by MfUBing that profeiaional aalariea are 150 percent oCpeer 



salary adv^antage of public over private continues to hold. It is 
.interesting, however, that under this "adjustment*' the salary advantage' 
of 4-year public schools was substantialljr enhanced, whil? the proprie- 
tary salary level for professionals increased to a figure above that of 
the 2-year public schools* This phenomendrt Hit the proprietary schools 
may reflect, the ^act that these are profit--making institutions where the 
financial aid officers often serVe iiwrnore tWttn one capacity. (The 
financial aid officer may, for example, own the school •) 

The salaries for secretarial and clerical workers aije highest in the 
public schools and the proprietaries, where they are around $7,000 per 
year. Salaries are somewhat lower in the private schools, where they are 
$5,500 to $6,500 per year. This is the same general, pattern that was 
observed for professional salari-es, and lends confidence, to the pattern 
observed amongSthe "adjusted" professional salaries. It^s interesting 
to ^>t^, however, that secretarial salaries are higher inVthe 2-year 
public schools than in ^ the 4-year public schools (the revense of that 
observed for professionals), and higher in the 2-year, privafte schools^ 
than in the 4-year private schools. ^This probably reflects ^tfhe added 
responsibilities borne by many secretarial staff workers in the 2-year 
institutions. ^ • ! 



, J- 

part-time, and full-time employees. The least experienced ful't-time • 
professionals, however, are' found in 2-year V^i^^^e schools, and the 
least expetienced part^^time professionals are found in 4^7ear public 
schools. It is interesting that, in all* but tfhe public schools, the part- 
time employees exhibit more work experience than do the full-time 
employees on average. The size of the full-time /part-time experience 
differential in the nonpublic schools (especially the 2-year private , 
schools) suggests that mean full time equivalent salaries should be lower 
in the nonpublic schools, in spite of a somewhat lower proportion of 
full-time professionals xn these schools (see Table 5.5).- 

tS&LE 5.7: EDUCATION AND WORK EXPERIENCE OF FULL-TIME AND PART-TIME PAD 
PROFESSIONALS, BY INSTITUTIONAL LEVEL AND CONTROL: ACADEMIC 
YEAR 1978-79 



ALL 

SCHOOLS 



Invtitu^ional Level «tid Control 



Mean Work 



ence 



K««n Schootlng (in y««r«) 
P«r£-Ti«« 



4*62 
.12 



V 



16 .52 
15.63 





4-Y««r 


2-Ye«r 


Public 


Private 


Pgt>lic 


4.64 


4.59 


5.26 




4. 86 


2^20 


, 1^.89 


I6i2l 

— x^.m 


17.14 
16.^1 



2-Ye«r 
PriveCf 



Proprt- 



3.00 ^^J^^SMi? 
4.75 5.07 



16.79 
14. S8 



15.88 . 
♦l4.87 



Sources inetitutionel Site Vi«ic Survey. / 

This sjiggestiou partially* verified in Table 5.8, which displays 
mean salaries by personnel type and type of school. Even though the data 
do not permit •the separation of professional ^nd peer employee salaries, 
an examination' of the mean combined salaries, followed by an examination 
of salaries of professionals and peers separated by assumed proportions, 
should provide a useful^picture of the variations in salaries by type of 
school. Table 5.8 shows that the combination salaries of private schools 
*are indeed lower than those 'in public schools. Since the combination 
salaries allow substantial variations . in the mix of profawionals and 
peers (which, of course, can affect salary comparisons) ,. W attempt was 
made to adjust for such a mix by assigning a proportional relationship 
between professional end peer salaries (i.e., a ratio of. 3 to 2, 
respectively). The^iis^sults of this adjustment show that the same basic 

4 
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handle between 4 and 14 times the applicant load, depending on the per- . 
sonnel types being considered, with an overall average for all personnel 
types of almost 8. Obviously scale economies are being realized. 

The last set of figures on Table 5 #6 describes the percent of each 
personnel type being employed full time in each school type. Overall, 
*the FAG professional is most often employed full time, x^?ith secretarial 
and clerical least often employed full time* In addition, on average, 
the majority of each personnel type is employed full time, with an 
overall average for all personnel types combined of almost three-quarters 
^employed full time. Examination of these statistics by school type, 
however, reveals that peer ampi^^te^^e employed more often part time in 
4-year public schools, aora secretarial and clerical personnel are 
employed more often parti time in proprietary and 2-year private schools. 
In fact, 2--year proprietaVy schools employ secretarial and clerical 
personnel ftlt^^^ime less tHan one-third of the time. This may reflect 
the fact that secretaries inX^year private schools and proprietaries 
"wear many hats" and divide their time Tjetween" financial aid and other 
activities (e.^., admissions, registrar, faculty). Lastly, in ^^^e 4-year 
schools and the 2-year public schools,. almost all professional financial 
aid officers work full time. This is not the case in the 2-year private 
scjioois and proprietaries. These institutiona^of ten share professionals 
witK^ other schools, hire professionals" on a consulting basis or, more 
cpnaaonly, assign full-time school employees to serve part time as 
fin^nci^l aid professionals. This, of course, extends to all types of 
financial aid personnel in these school types and explains why overall, 
only between 50 ahd 60 percent of the staffs of these offices are 

employed full time by the financial aid office. 

ft 

Focusing on the FAO professional, it is clear from Table 5.. 7 that the 
typical full-time profess idnal has a bachelor^s degree and between four 
and five years ^ experience; the typical part tiipe professional has 
something lass than a baccalaureate, with just over four*^ years ' 
experience. Professionals in proprietary schools^ tend to be slightly 
less educated ^th, on average, less than a baccalaureate degree for bot^ 



TABLE 5:6: NUMBER OF AID STAFF FOR PERSONNEL CATEGORIES, BY INSTITUTIONAL 
- LEVEL AND CONTROL:. ACADEMIC YEAR 1978-79 



















ALL . 




InaticVtiooal Level 


and Control 








/ ^ ^ _ 


4'-Yeir 


2-Year 


2-Year 


Propri-" 


4 




r UO iiC 


Private 


Public 


Pr 1 va te 


atary ^ 








/ 
























t 07 




1.62 


. 1.07 


1.12 


0. 56 


. Peer Eaploye€f 


0.89 


0.87 


0.95 


0.70 


0.47 


K05, 


Secrefc«ri«I/Clerictl 


3*26 


.8.36 


2.10 


2.39 


1.26 


1. 10 ^ 








4,67 


4.11 


2.85 


2.7! 


Mean Sttff ?er 1,000 














Applicants 














FAO Profit aiona is 


2.44 


1.18 


2.51 


2.14 


3.73 


4.58 


Pc«r EBptoye«f 


3.29 


0.78 


2.88 


2.97 


2.13 


llltfl 


S»er«t«ri«l/Cl«ric«l 


4,78 


2.29 


2.72 


6.28 


5.11 


17.76 


Total 


10.52 


' 4.24 


8.11 


11.42 


10.97 


33.35 


Mean Percent Full-Tiae 














PAO Profetaionala 


87.2 


97.3 


85.0 


93.3 


67.2 


64.5 


Peer Ewployeef 


67.2 


39.0 


75.2 


78.7 


93.8 


57.3 


Secretarial/Clerical 


63.5 


72.1 


6A,2 


73.0 


28.7 


37.2 


Total 


73.1 


7S.8 


74,4 


79.4 


58.7 


52.2 



Source*. Inatjltutional Site Viait Survey. 



secretarial/clerical personnel reported, hxit also Co wide differences in 
Che numbers of other personnel types reported as veil. For example, 
proprietary and 4-year schools are relatively high users of peer 
employees, whereas 2-year schools are low^ users of these personnel. This 
is somewhat surprising, because peer employees in proprietary schools are 
not eligible for CWS, so one would assume that their usage by proprie--^ 
taries would be diminished irrelative to other school types. 

a 

In spite of the clear pattern of staff size varying with the workload 
(i.e., applicants), it is clear from Table 5.6 that the staff size is not 
proportional ^o the workload. The number of staff per 1,000 applicants 
shows that there is a strong tendency for the large schools (in terms of 
applicants) to have more efficient staffs (possibly because of the use of 
computers, the ability to have staff specialize in tasks, etc.) than the 
smaller schools. This confirms the findings of Tables 5.1, 5.3, and 5,5 
regarding scale economies* While such a finding does not Ifbld in every 
case between school typ^s of adjacent average sizes, the extremes are 
rather dramatic. The personnel of the largest school types are able to 
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participation rates are only about half those in 4-year schools • In the 

' ' ^ ^ ^ ' 

public institutions the percentages of students receiving NDSL Campus 

Based aid ' are mor« than three times the percentages receiving such aid ^in 
private institutions. This same pattern hoj-ds am:ong the nonproprietary 
schools in the case ofr^CWS, although the observed differences are not 
nearly as lafge^ Proprietary schools take the lead in SEOG partici- 
pation, as well as BEOG participation, which reflects the high cost of 
education in these schols relative to the students' resources, as well as^ 
high NDSL participation. Interestingly, proprietaries have negligible 
CWS participation, whtftth reflects the inability to\ire their own 
students as other school ty^es'do. Finally, it is noteworthy that the 
percentages of public school students participating in NDSL and CWS are 
almost identical within each institutional level. Private institutionis 
)' .rely more heavily, on CWS than on student loans, although the percentages 
of students involved in both programs are fairly small. 

General Gharac t^isticsv of Aid Office Personnel * 

Distribution of Characteristics of Aid Office Personnel 

The finarJcial aid office is typically staff ea by three types of 
workers: professionals, peer employees, and secretarial and clerical 
worl^ers. The functions of each type of worker may not be highly 
specialized. Each may "wear many hats" and often serves as a close 
substitute for 'the others. 

' Table 5.6 shows the composition of the aid office staff by type of 

> 

school. From the first three rows in the table it is clear that schools 
vary widely in the total amounts (as already shown in Tables 5.1 and 5.3 
above) and kinds of labor used in the aid process. As anticipated, the 
figures on Table 5.6 repeat the findings of Table 5.1, that the staff 
size varies directly with the number of applicants to be processed. The 
composition of these work forces, do not, follow such a simple pattern, 
however. While secretarial and clerical are always the most;^ heavily used 
tjrpe of personnel th^ir number relative to the other types is widely 
varied. This is du^ not only to a substantial variation in the number of 
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These patterns of figures and their relative' values (i.e., determined 
by dividing the weeks per persori per f year for each program on Table 5.4 
by the corresponding number of aid recipients on Table 5.5) clearly 
ipdicate tha^ there is a ^rea^ rang^*of efficiencies aflfong the types of 
^ schools (a<idressed at length, below). '^'But, within each school type, the 
pattern of the'workload reported per reci^rtistrt' is almost the same (9t»d, 
in fact, the, flUripienta fer wSi^load of BEOG, ^EOG, and NDSL are almost 
identical), except £or 2-year public schools where an unusually large 
amount of time is spent on NDSL and CWS on. a per recipient basis. 

Other perspecjtives on the typical workload .can be obtained by 
examining the relative frequency of covinseTing, aid applications, and aid 
awards for nonproprietary institut^i^ns.- From Table 5.5, it app6airs Jthfl/t 
about 90 percent of those enrolled get counseled. This is not the dase, ^ 
however, when one realizes that many of those'^counseled may never enroll 
or even apply for enroUment in the^-school.^ ^In fact, some of those 
' counseled may be receiving financial aid counselingf* from more than one 

■ institution as part/of their search pjrbcess. Nevertheless, about as many y 

individuals receive counseling at a school as eventually enroll (as' 
undergraduates for more than half time)^n that school, on average. It 
is also the case that more individual-s receive counseling than apply for 
aid* Obviously, some of those counseled do not enroll, and some of those * 
that do enroll do not apply for aid (presumably based on the information 
received ip. the counseling session). On average, about three-'fourths as 
many apply for financial aid as eventually enroll. This varies from 'less 
than half for 2-year public schools to between 85 and 90 percent for the 
private nonproprietary schools, ^uch differences between th^ public and 
private nonproprietary universities may reflect differences in tuition . 
fees and other charges (see Table 5»1){ 

By type of program, Table 5.5 shows that almost. 30 percent of the 
undergraduate student enrollment is receiving BEOG, with proprietary 
s"chools far above this average. Differences between public and private 
nonproprietary schools are much mora pronounced in the participation 
rates for the Campus Based programs. In 2-year schools the SEOG 
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TABLE 5;5: THE SCOPE OF FINANCIAL AID WORKLOAD AS MEASURED BY A VARIETY 
^ OF SELECTED STATISTICS BY INSTITUTIONAL LEVEL AND CONTROL:"^ 
• ACADEMIC YEAR 1 9 78-- 79 



ALL 
SCHOOLS 



Pnttitutioiul Level aiuI Control 



4-Year 

Public 



4-Ye«r 
Priv« t€ 



Public 



2-Ye«r 
Private 



Proprx- 
e|:«ry 



Mean Per gent CouCTPeladj 

He« n A i <^ App I i c ■ a t i 

He<n Unduplic«f<i - 
Recipienfl / 

Mftgi Aid Recipient 

SEQG f 
NDSL 

cws 

Mean Per Recipient 
WorkloJdg / 

SEOU 

N0SL 

CWS _ 

Mean Cotictaeled/gnroUcd 

Heen AppI 1 can tt/Knro tied 

Mean Rec ipi en tt /Enrolled (Z) 
B£QG 
SEOC 
NBSt 
- CWS 









1 629 


514 


318 


1,782 


5,089 


1*258 


740 


342 


195 


704 


2,074 


, 566 


487 


183 


117 


566 


1,882 


332 


442 


115 


115 


• 205 


473 


169 


115 


59 


32 


421 


"936 


373 


41 


86 


51 


320 




257 ^ 


87 


89 

♦ 


10- 


.024 


.008 


.032 


.038 


.084 


.187 


. .024 


.008 


.034 


.031 


.066 


.194 


.024 


.008 


.031 


.185 


.069 


" .200 


.033 


.014 . 


.040 


.137 


.094 


.350 


0.93 


0.88 


K).96 


0.91 


0.86 


3/ 


0.73 


0.59 


0.88 


' 0.40 


0.84 


3/ 















29 
9 
12 
11 



29 
9 
13 

10 



27 
13 
4 
8 



26 
5 
23 
22 



28 
5 
7 

16 



53 
' 14 
MO 

2 



SourceJ tnititutional Site Viait Survey and Stur-ent Survey (for recipient/ enrol led 
CifurM only). 1 * * 

A^Repeated from Table 5.1 tor convenience. 

l^Calculated by dividing the verk vceki p«r peraon per year for each prograei on Table 
5.4 by the correaponding nuwbar of recipienta on thia table. 

^'pig^irea for proprietary achoola were exloded becauae all variablea were defined for 
thUethet achool typea oh a standard 9'^onth acadcaiic year, and thia waa not poaaibli 
for enrallMnt in proprietary achoolf. 
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the overall pattern, in that workers in these schools- devote slightly 
more time to NDSL than to CWS, but the major departure is, again, in the 
case of proprietary schools. By far, the most time-consuming Campus 
Based program for proprietaries is NDSL/ which takes up more than half of 
all Campus Based staff time# This is due not only to a large absolute 
amount of staff time devoted to NDSL compared to other school types, but 
also to the fact that.GWS is not very time-consuming in absolute terms 
for participating proprietaries. This, of course, largely reflects the 
extremely small scjale of CWS in participating proprietaries. 

It is interesting to compare the time spent on financial aid programs 
and activities with selected measures of the workload typically facing 
the institution* Table 5.5 shows that, as expected, the 4-year public 
schools lead all others on average in the number of students counseled,- 
number of applicants, and number of aid recipients. This type of school 
is followed (but not closely) by 4-year private^ 2-year public, 2-year 
private,^ and proprietary in all cases, except (1) for' recipients , where 
the mean num|>er for proprietaries is slightly above that for 2-*year 
private schools, and (2) for^ students counseled, where 2-year public is 
slightly above 4-year private. 

The pattern of recipients by program only partially reflects the 
staff time allocation of Table 5. "4. Clearly BEOG is the largest program 
in all schools in terms of recipients, and thus mirrors the staff time 
allocation pattern. The recipient patterns among the other programs do 
not match the staff time allocatj.ons in all cases, however. The pattern 
of CWS taking more time than NDSL, and NDSL taking more time than SEOG, 
as established for "All Schools" in Table 5.4, barely holds for 2-year 
private schools in terms of recipients • Most other school types tend to 
follow the time -allocation pattern established by proprietary schools of 
NDSL taking more time than SEOG, which in turn takes more time than CWS. 
Specifically, this latter recipient pattern holds for other school types, 
except for 2'-year public schools where SEOG and CWS change places. 
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TABLE 5.4; ALLOCATION OF STAFF TIME AMONG ACTIVITY CATEGORIES , BY' ' 
INSTITUTIONAL LEVEL AND CONTROL: ACADEMIC YEAR 1978-79 









Insti tutiofial Level 


Mtid Control 




SCHOOLS 


4-Y«ir 

Public 


4-Ye«r 
Private 


2-Ye«r 
Public 


P^'^c 


Propri'-* 
et«ry 


^Percent Tiai* Sptnt Ont 
















26.9 


2$ A 


21*8 


33.0 


27.8 


44.4 




44.3 


42.3 


52l2 


39.9 


44.5 


20.8 


asOG & Cnpuf Bafed2/ 
Work We«k» Per FTC Worker 


71.6 


70.4 


74.0 


72.9 


72.3 


61. r 



Per Yeir: 





B£OG 


13.5 


15.3 


10.6 


16.7 


9.7 


21.5 




S£OC 


5.0 


3.9 


5.7 


3.6 


3.9 


6,2 




^fBSL 


10»Q 


7-6 


11.6 


7.6 


5.9 


10^2 




cws 


10.4 


40^ 


10*3 


U.9 • 


8.4 


3.5 




Sources 


Inttitutional Sic« V^iit Survey* 













l^An ifictituCion vet included in Che percentage calculationc for this row If the 
inetitution participated in ft leaac one of the three Caaipui Baaed financial aid 
prograaa • 

l^An intticution vaa included in the p«rcenta£e calculatione for thia row it the 

Inatitution participated in BEOC at^ at laaafe one of the thre« Caspua Baeed finaocial 
aid prograaa. 



An examinatfbn of these percentages by type of school shows that 
nonproprietary schools participating in BEOG and at least oAe of the 
Campus Based programs allocate over 70 percent of all aid staff time to 
these four Federal programs. The public scbl^Dla in this group spend less 
of this time administering the Campus Based programs and more in 
administering the BEOG program than do private schools. Pf^t^^ietaries. 
are the only schools to spend more time on BEOG than on the Campus Based 
.programs. In fact, the time spent by proprietaries on BEOG averages more 
than twice that spent on Campus Based prpgrams. This is likely due to 
the more limited. use of the Campus Bas.ed ^ programs by proprietaries. 

The overall time spent among the Campus Based programs per full-time 
equivalent financial aid office worker' i^^^hown on Table 5.4 to follow a 
pattern of slightly more time being spent on CWS than on NDSL, and about, 
twice as much time on NDSL than on SEOG. Most school types conform to 
this pattern. There is a slight departure by 4-year private schools from 
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Even excluding staff Cime spent on record keeping -and reporting, 
however, there remain large disparities^ in the ^taff time expended among 
the types of schools. For example, need assessment and packaging 
combined vary from 9.9 to 19.1 in terms of staff weeks per wbrker per 
year, and from 3,5 to 13.8 in terms of staff hours per applicant. 
Furtdiermore, the extreme positions are taken, by proprietary-schools and 
A-year public schools* The former are lowest in terms of total time pe'r 
worker, but highest in terms of time per applicant; whereas the latter 
are highest in terms of staff time per worker, but lowest in terms of 
time per applicant. The implication is clear that these differences are 
explained by scale^ effects. Those schools with the largest number of 
applicants . (4-year public -^schools) require more staff time per worker, 
but are more efficient in their operations and are able to spread the 
fixed costfs of reporting over a larger numl]^N;^f applicants, so that 
staff time per applioant is ^substantially reduced. These figures^ are 
also consistent with the small size of the proprietaries (in terms of 
both applicants and financial aid staff) and the consequent personalized 

^nature of the services these staffs provide. 

• -v" 

Turning to Table 5.4^ we can examine the allocation of staff time 
among the programs within the financial aid offices of the various types 
of schools. Overall, the four Federal programs (BEOG, SEOG, NDSL, and 
CWS) account for over 70 percent of all staff time for those schools 
participating in BEOG and at least one of the Campus Based programs, with 
the time devoted to the Campus Based program being two-thirds greater 
than that iot the Basic Grant program.^ These percentages give some 
indication of the huge impact the Federal programs have had on financial 
aid offices since their inception 15 years ago. They' now constitute the 
bulk of the work performed by these offices. 



ERIC 



Several points must be made. First, the overall "new" pattern of 
work effort displayed orv Table 5.3 is due largely to the allocation of 
staff time in proprietary schools. Second, recall that proprietary 
schools were by and large absent from the statistics of Table 5.2, Xo 
that the findings of Tables 5.2 and 5.3 are really not contradlc tory< 
Third, the high figures. on record keeping and reporting shown for 
proprietary schools (relative t6 both the same activity classificaion for 

4.- 

Other school types and different activity classifications for, the same 
school type) are probably due, in part, to a failure of .proprietary 
schools to distinguish reports and record keeping required for financial 
aid per se ftom the reports and record keeping required for other - 
purposes. It may also be partially due. to the fact that aid in 
proprietary schools often 'takes the form of student loans (see Table 5.3^ 
below). Loan programs typically place a heav^ record-keeping burden on 
the institutions.' At the same time 7^ proprietaries, as profit^aking 
enterprises, may feel that special attention to reports and records 
protects them in the event of audits, reviews, and contractual disputes. 

TABLE 5.3 ' ALLOCATION- OF STAFF TIME AMONg' ACTIVITY CATEGORIES , BY 
INSTITUTIONAL LEVEL AND CONTROL* ACADEMIC YEAR 1978-79 

X . ^ 



SCHOOLS 



^Institutional Level «nd Control 



Public 



Private 



2-Y«tr 

Pub I i<i 



2-Y«ar 

Private 



Propri- 
etary 



Ta»k Specific Work Week« 
per FTE Worker per Yea r 

N[eed Aavea anient 

Packaging 

Report a and Records 

Taik Specific Work 
Hour per ^ A)>p 1 i can t 

Meed Aaa^acassent 

Packaging 

Reports and Recorda 



5.77 
9.49 
11.87 



2.10 
2.95 
5.21 



•6.35 
12,71 
11.61 

1..04 
2.40 
1.70 



f^ource: Inttitutionsl Site Vi»it Survey. 



6.06 
9.67 
12.52 



1.79 
2.23 
4.78 



5.47N 
7. .55 
10.16 



2.08 
2.80 
3.23 



4.07 
8.99 
9.04 

1.50 
4.15 
4.35 



4.25 
5.64 
12.40 



6v07 
7.75 
17.75 





Workload by Program, Task^ and Type of School 

Before. examining the composition and productivity of the staff 
typically Employed .by financial aid officers, it should prove useful to 
ascertain the contribution to the workload made by each type of financial 
aid prog^oj and category of activity by type of school. By examining 
the allocation of total st'aff time in financial aid offices by type of 
school, we can "further refi-he the findings of Table 5.2 (and the table 
froln which* it was dirawn. Table 5. A in Attachment A) and focus on which of 
the *id progr^s is the most burdensome by type of school. 

The initial examination of staff time is presented in Table 5.3, 
where an attempt w^s made. to separate staff effort into categories as 
closely resembling those in Table 5.2 as possible. The^efare, the task 
categories of "Need Assessment," "Packaging," and "Reports and Records*'' 
are utilized in Table 5.3. Furthermore, staff time. is presented in weeks ^ 
per year per staff member as one measure, and is restated on a p6r 
applicant basis as hours per applicant as another measure. ^ Of course, 
figures for each type of school are reported in addition to a weighted 
figure for all schools combined* 

Looking first at the "All Schools" figute/it is clear that staff ^ 
time among the activity categories does not have a perfect rank 
correlation with the findings of Table 5^.2. Regardless of whether the 
staff time is ex^essed on the basis of the number of applicants or not, 
reporting arid record keeping take the most staff time. Much the s^e 
picture is also presented when looking at staff time by type of school • 
On both a weeks per year per staff member and a work hours per applicant 
'^sis, thif new pattern holds for all but 4-year public schools, and is 
very pronounced for proprietary schools. In the case of proprietary 
schools, the activities of reporting and record keeping show a work level 
which is two ^^threfe times greater than 'the other two activity 
categotles. 
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relative seasonal pattern that runs counter to the overall level of 
activity. It follows a regular annual movement from the summer, when aid 
application activity is the least, to peak periods in January and k 
February, when most requests for the following academic year must be 
submitted • When applications and supporting documents are received by 
the aid office, /'Packaging and Awarding Activities" may begin (see line 
"II" on Figure 5.2). These activities ^peak in late spring and continue 
at high levels throughout the summer,, as schools prepare for fall 
openings. Once incoming and returning students are processed for the 
fall, aid packaging activities diminish sharply until the next year's 
round of applications begins to arrive. This cycle appers to hav^ the 
same general shape as the overall cycle of Figure 5.i, buj; appears as 
other than a level line because of the much wider variation displayed by 
the packaging and awarding cycle. 

Lastly, the "Reporting and Record Keeping Activities" group (line 
"III" on Figure 5.2) is out of phase with the total activity cycle. 
Activity in this group is fairly low except in the summer and early fall, 
where activity for this group is actually composed of two separate 
reporting "peaks*" One peak immediately follows the June graduation 
season when the past year's activities must be sunaned up and reported, and 
final preparations made for the new fall term s awards and disbursements. 
The secoT>d peak follows fall ifegistration, when the FISAP (the combined 
application and reporting form for Federal Campus Based aid programs) 
must be submitted* > 

In summary then, there is a distinct tyclical pattern to the total 
workload of a financial aid office which. is not controllable by the 
individual office* Furthermore, the overa^ll workload cycle is a result 
of overlapping groups of activities, which often are associated ^th 
different award years, and with each group exhibiting its own unique 
seasonal pattern. * Finally, none of the component groups of activities 
seems to be controllable by the individual financial aid office, as well. 
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The second 13 that the activities of the financial^id office 
represent a mix of events associated with overlapping aid^ years. That 
is, the financial aid office must make and administer the award packages 
for the current year, as well as prepare reports and applications in^^ 
anticipation of the next year's award cycle. Thus, we have an overlap^ of 
responsibilities to the current recipients and responsibilities to 
potential future recipients during virtually every month of the annual 
work cycle. . , 

The third point is that t^^e overall workload is seasonf:^ in both size 
and compositiotr. Figure 5.1 records the total number*of activities 
reported by month throughout the year. Clearly i the total workJLoad, 
appears to be seasonal, with the most activity occurring in tl4 late 
spring and early s.uippier, and the least activity occurring in tK^ late 
sumaer and througfiout the fall. The curve of activity is not^ smooth, 
however, which suggests that, in accordance with the overlapping of 
financial aid annual work cycles, in the second point above, the seasonal 
workload may be -a composite of several component cycles that do %[ot 
follow the same seasonal pattern. Accordingly, Figure 5.2 has been 
prepared to examine the composition of the workload over the annual 
period. 7 

Figure 5.2 is constructed so that the percentage share^of the total 
reported activities is shown for each of the four major task or activity 
groupings. Thus, if all groups had a cyclical pattern that was "in 
phase" with the overall pattern shown in Figure 5*1, then all four lines 
on Figure 5*2 ^ould be level (and,*of course, parallel). Such a 
situation is much the same with the "All Other Activities" group 
(designated hy "IV" on Figure 5^). The percent of total Activity 
represented by this group fluctuates randomly around 10, indicating, that 
these support activities tend to rise and fall with -the total of all 
activities. ^ 

This is not the cas'e with the, other three activity groups, however. 
Each appears to exhibit its own seasonal pattern. For example, 
"Application and Outreach Activities" (designated by "I") seems to have a 
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The Cyclical Pattern of Financial Aid Office Activi-ties 

■ » 

The complete details of the raw frequency distributions of these 
2,172 citations, along with an accompanying analyt^ical narrative, are 
presented in Attachment A to this chapter. Table 5.2 presents a sximmary 
of these statistics, Jhiowever. An examination of Table 5.2 (and Table 5*A 
in Attachioent A to this chapter) would reveal three important points. 
The first is that tfi^re is little that a financial aid staff can do to 
control its own v^rkload. The overall burden is a function of enrollment 
and the associated student needs. Most deadlines, incoming forms and 
comnunications , financial disbursements, and other basic features of wprk 
in student assisj:.aijce are established by agencies other than the aid 
office, including the school's own calendar, application systems (which . 
have been heavily Influenced by Basic Grant and other Federal aid ^ 
programs), and funding cycles. In consequence, ^he workload must be 
taken as a given, and the main preoccupati^otf^of an aid office is in 
keeping up with this load. 

TABLE 5.2: ACTIVITY FREQUENCY COUNTS AND PERCENTAGE COMPOSITION OF THESP 
COUNTS FOR MAJOR ACTIVITY GROUPINGS, BY MONTH: ACADEMIC YEAR 
1978-79 

/ 



Months of th« Year 



^ Jm ?9b Mmr Apr May June July Aug Sept Oct Mov Dec 
193 189 188^ 197 212 186 21 3 1 68 1 80 1 66 1 29 1 51 



All Activity Count 

Relative Fre<yiencigt (t)!/ ^ 

Application and Outreach ^^.0 35.6 28.4 23.6 

P.ickaginft and Awarding 30.1 . 31.2 41-5 47.2 54.2 

Reporting and Recordkeeping 12.4^ 9.0 14.4 10.2 11.3 17.7 38.0 32. 7 30.0 38.6 22.5 15 

All Other Activities 13*0 13.8 8.5 14.2 10.8 



1.8.3 


13.6 


16.1 


17.8 


21.1 


38.0 


54.8 


43-2 


4?^ 


34.9 


25.3 


30.2 


17.7 


38.0 


32.7 


30.0 


38.6 


22.5 


9.1 


5.2 


4.2 


a. 3 


15.1 


9.3 



3: 



1. 



Source: Institutional Site Visit Survey. 

I^May not total to lOO.O percent 'iue to rounding. 
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mentioned by the. schools* Thus, an activity is recorded or counted each 
time it is mentioned, 'if a single school reported tha,t it undertook a \ 
specific activity each mpnth during the yeat, the frequency count for 
that activity would be , incremented by one for each month of the year and 
the annual total incremented by 12. At the same time another school may 
report the same, ac t'^ivity for one month only, so that the frequency count 
for that month, as well as the annual total, would be incremented by 
one. Clearly, these counts or frequencies are very gross measures, but 
should be useful, nevertheless, in ascertaining the nature of the roles 
performed by financial aid offices 'throughout the year. 

Some difficulty -was encoXintered, however, during this data 
acquisition ancT analysis due to the inherent ' ambiguity of much of the 
terminology used by schools to describe their financial aid work and the 
consequent inconsistency among institutions. For example, it . is not 
clear where the .'•processing of applications" ends and "aid packaging" 
begins, nor is it clear that "awarding *aid," , "mailing award letters," and 
"disbursing aid" are always distinct and unambiguous tasks. Therefore, 
in coding the schools' responses on their workloads, conventions had to 
be established. For example, "awarding" was treated as a key word 
denoting the final allocation of funds, "mailing" was treated as a key 
word denoting ^announcement of the aid office's decisions, and 
"disbursing" was treated as a key word denoting a financial transfer, 
possibly occurring' long after the formal award. ^ 

Despite these difficulties and the lack of weighting by the sampling 
proportions, counting the total number of times each activity was 
mentioned by schools in any particular month does yield a rough index of 
the prominence of particular work tasks. Such an^Tn^ex increases as 
schools call attention to an activity, and a& more detailed information 
is provided about that activity. This is particularly the cas^ as the 
law of large numbers takes over, so that one can take some comfort in the 
fact that a total of 2,172 specific citations of financial aid activities 
were reported by the schools, each linked to the. month of the year in 
which it was undertaken. 
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The way ia which institutions employ, and allocate professional and 
npnprofessional staff can bear greatly on the quality of the services 
which they provide to the consumers of ^nancial aid funds and tq those 
seeking information. For example, aid offices with a staff emphasis on 
reporting and compliance requirements may relegate counseling or infor- 
mation dissemination activities to a^econdary role. Other schools may 
reverse these rdles and, in fact, run the risk of forsa^ng adminis- 
trative requirements in order to increase the effectiveness of their 
consimer-telated services. 

The underlying issue of this chapter is, how effective are most aid 
offices in the management of scarce resources, including personnel? This- 
issue is, of course, faced by all offices with management responsibility, 
bur is greatly complicated for those financial aid offices with 
responsibilities for graduate students, law school students, etc. The 
results presented below will provide the reacier with an^overview of the 
ways in which aid offices manage' their internal operations; the effect on 
the ultimate delivery of student aid will be. explored' at a future, time; 

RESULTS ' .. - " 

Allocation of Office Activities ' ^ 

V The Nature and Intensity of the Activities 

In order to get some idea of the^^xtent, timing,' and nature of the 
workload facing financial aid offices, the site visit teams were asked to 
gather data regarding, the month-by-month work activities in financial aid 
offices. Fortunately, a number of schools maintained detailed work 
calendars, w^ile most others were able to identify major types of 
activities even though much of. the detail -might be lacking. On the other 
hand,^some schools (particularly the smaller proprietary institutions) 
veTre eventually excluded from this analysis because they did not operate 
on traditional academic calendars, and therefore had monthly or quarterly 
activity cycles rather than an annual cycle. 

This means that these initial statistics on financial aid office 
activities represent counts of times a particular type of activity is 




One of the areas of concern in personnel matters involves the 
division between "professional" and "nonprofessional" responsibilities. 
The National Association of Student Financial Aid Administrators 
(NASFAA), '/for one, has advocated the establishment of the director of 
financial aid as a "professional" with decision-making power and salary 
to match. However, there is a limit to the placement of professionals in 
financial ^id offices. While professional staff may be assigned 
responsibility for supervising various areas of aid office operations 
(d.g., records management College Work Study), there must also be a 
contingent of nonprofessionals to provide the necessary support 
services. 

Nonprofessionals can be grouped roughly into' "clerical" and "peer" 
categories. Clerical personnel are necessary to carry out a variety of 
important support functions. These functions include the performance of 
reception, typing, filing, and assorted paperwork obligations. In recent 
years, nonprofessional support has also coi?e t© include data processing 
personnel to cope with the necessiti^es of computer-based operations.—^ 
A peer employee is one who iS roughly the same age as the student aid 
applicants or is also a student. One purpose of employing peers is to 
bridge some of the personnel barriers (i.e., a "generation gap") which 
may exist in traditional aid office situations. Many observers of the 
financial aid system have advocated the -employment of peers as the most 
effective way to establish a true two-way jline of communication between 
the student and the financial aid office. At some schools, peer .training 
programs involve a cooperative effort between financial aid adminis- 
trators^ and campus student organizations. Peer employees are most 
valuable when they are educated in the details of the aid programs for 
which students may be eligible, as well as in the nature of the student 
and office (r)'s perceptions, goals, and objectives. Furthermore, an 
active peer program can have a significant impact on the quality of 
counseling services. • 



L^ln some of the largest schools*, data processing personnel has been 

employed to develop and to refine new modes of computer applications to 
financial aid. 
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' Progratn* Responsibilities ^ 

In general, the responsibilities which aid offices must assume in . 
order to fulfill the requirements of part ici{>at ion in tha- Campus Based 
and/or Basic Grant Programs are grouped into four areas: 

• Packaging and Awarding Activities; 

• Application and Outreach Activities; 

• Record Keeping and Reporting Activities; and 

m " All Other Activities (e.g,, validation, monitoring, training)* 

Each and ev^y financial aid office must cope with the* above scheme of 
duties in some manner. For the majorij^y of institutions, this involves 
assembling the proper ^brabination^^xCjf staff and resources in order to meet 
these challenges, A minority of institutions will contract out, some of 
these tasks to private individuals or firms who, for a fee, will assume 
some of the burdens of program participation (awarding, reporting, record 
keeping) from^-the institution. 

THE ISSUES 

Itllocating Aid Office Duties 

As part of his/her management responsibilities, the institutional 
director of financial aid Bftist organize his/her staff in a way which will 
provide for the efficient performance of the work at hand. At those 
institutions where the volume of work (as best gauged by the number of 
aid applicants it must serve) ds sufficient to demand the employment of 
specialized personnel, the' assignment of areas of responsibility can be a 
key to the overall effectiveness of the entire aid opera t ion ^ *As will be 
noted in the "Results" section of this chapter, questions of staff 
assignments may not apply to the smallest institutions. 'At these 
schools, the aid director may, in fact, comprise the entire aid office 
staff. In other cases, aid personnel may be performing aid-related * 
functions on a part-time basis, while they are, in actuality, assigned to 
other*, areas of the institution (admission, registrar, bursar, etc.). 
Thus, the following discussion of the division of labor within a^^ 
offices may not be applicable to ajl institutions^ 
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TABLE 5.1: SELECTED BASIC CHARACTERISTICS OF SAMPLE INSTITUTIONS 

. PARTICIPATING IN THE STUDY, BY INSTITUTIONAL LEVEL AND CONTROL: 



« 
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Institutional Level 


and Control 






SCHOOLS 


4-Year 
Public 


4-Year 
Private 


2-Year 
Public 


2-Year 
Privata 


Propri- 
etary 


Schools Reporting 


172 


50 


51 


31 


10 


30 " 


tfean Tuition & Feesf 


$1,980 


$660 


$2,930 


$304 


$1,843 


$1,927 


Mean EnrollmentJL/ 


2,920 


9,050 


1,390 


2,687 


764 


226 


Mean Federal Aid 
^ec ipients 2^/ 


704 


2,074 


566 


487 


183 


117 


Mean Financial Aid 
Office Staff 


6.1 


13.4 * 4.7 


4.1 


2.8 


2. 



Source: Institutional Site Visit Survey. 
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i^Enrollment is for a standard nine-^month academic year, except* for 

proprietaries, where .enrollment is the number enrolled at the time the 
survey was administered (January-April 1979)* All enrollment is 
undergraduates with at' least a half-time course load. 

^/Recipients are the unduplicated count of those receiving one or more of 
the four Federal programs: BE06,- NDSL, CWS. 



Of course, public schools have more aid recipients than their private 
counterparts (with proprietary schools trailing) and larger staffs to 
administer . the aid. However, 'the differences in staff siaes are not as 
pronounced as the aid recipient differences. This means that public 
schools have more efficient financial aid officers, than private schools. 
This is most' likely not due to the institutional control type,, but due 
instead to the scale of operations present. That is, the public schools 
have larger enrollments and recipients so that the financial aid officers 
are able to take advantage of scale . economics and employ a less than 
proportionate financial\.aid staff (L.e., each staff member is able to 
handle a larger recipient load in the larger schools). For example, 
proprietary schools require about the same staff size as 5-year private 
schools, in spite of the fact that their recipient load is less than 
two-thirds of that of the 2-year private schools. Clearly, more will be 
said about this phenomenon, below. 
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INSTITUTIONAL PROFILE 

♦ 

INTRODUCTION 

Description of the Institutions in the Study 

Prior to investigating tflffe comp^xitie^ of the operations of 
institutional financial aid offices, it is important to have an overall 
picture of the' institutions which are being studied. Table 5.1 enu- 
merates some basic characteristics of the sampled institutions which 
participated in the site visit collection effort. The information 
presented in Table 5.1 illustrates the utility of stratifying insti- 
tutions according to their level and control. 

^r the 172 schools participating in the site visit portion of the 
study, the mean tuition was just under $2,000 and the mean enrollment 
just' over 2f90O« Approximately 25 pert en t of those enrolled were . 
"recipients of one of the Campus Based or Basic Grant programs and were 
reviewed by financial aid officers with just over six full-time 
equivalent staff members. The variability by institution types, however, 
is striking. Table 5.1 shows that tuition and fees for the private 
schools are between four and six times higher than those of their public 
counterparts, with proprietary fees and tuition ranking above those for 
2-year private schoo^^ On the other harid,. the mean enrollments show ^- 
just the opposite pattern (i.e., public schools with between, fou^r and six 
times the enrollments of .their private counterparts), with proprietary 
schools ranking far below any of the other school types. 
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aid practices. The design of the Campus Based programs seems to be most 
cotopatible with minimal central control* On the other hand, there are, 
clearly, numerous practices which some aid offices undertake that result 
in inequitable treatment or produce results which wi^re never desirej^ 
(e.g., the awarding of Federal aid based on academic or athletic 
ability). In the contemporary context of limited -regulatory scope, an ad 
hoc coiaaunications network has been established among the- various 
elements of the student financial aid system in an effort to promote 
proper and efficient aid administration. --^^ 



There are four basic channels through which information is dis^ 
seminated to those ' concerned with student financial aid. >fuch of the 
information provided is in the form of guidance on specific aid practices 
and procedures. Briefly, the participants^ in this network are: 

• USOK : which promulgates rej^latious, insures compliance, * - ' 
atteujpts to keep aid pei^&oanel abreast of current issues under 
consideration (e.g., through the Bureau of Student Financial Aid 
(BSFA) newsletter), am studies and/or evaluates the aid system; 

Professional Agsociaticms : which sponsor studies, seminars, 
conferences, and publications on a wide range of student 
financial aid issues, lobby the Federal government, .attempt *to 
develop consensus on issues of debate, provide a means for aid 
personnel to exchange ideas, approaches, and practice^, and 
/ publish ^ides detailing specific aid office operations; 

• Private Need Analysis Services s which servp as information 
clearinghouses, publish manuals for use by aid officers, lobby 
Federal, state, atid local officials, compute statistical jlata, 
solicit 'membership, and sponsor senyLnars and conferences; and 

• The Aid Community : which functions as an informal "grapevine," 
" providing a virtually unlimited resource pool thati enables any 

^ . other member of the financial aid system to* draw upon a wealth 

of knowledge and id^as simply by dialing a telephone, or writing 
a letter. 

In reality, t;he combination of the above-^named participants in this ^^"^'^ 
financial aid communications web can assist aid administrators to on^Ly a 
^limited degree. As it has been, and will be, continually stressed / 
throughout this report, the local circumstances of each financial aid 
office make it unique unto itself. For a financial aid officer, h/is/her 
discretion and judgment become his/her most valuable topis. USOa and the 
Congress have intended that the Federal financial aid system "6e 
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responsive to the needs of students on as individual a basis as is 
possible.. \By vestin^g so much discretion at th^ institutional level, the 
Federal" government expects that there will be a certain amount of > 
variance in the practices implemented by institutions* In the following 
chapters the existence of variance will be continually illustrated • At 
the present ^time, there is no general rule which identifies just how mucH 
variance is allowable before it results in inequitable treatment of 
students. 'This is a qu^tion which deserves more attention despJlte its 
resistance • to empirical ^tudy. 
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. FINANCIAL NEED ANALYSIS 
"YOU CAN'T SELL YOUR TRACTOR TO PAY FOR COLLEGE" 

INTRODUCTION 

Application for Aid 

Need analysis — the detemination of the student's expected total 
fdtoily contributi^on — is a process which has been subject to intensive 
review and revision by the U.S. Office of Education as well as by the 
financial aid community in general. The student and/or his/her. family * 
begin the need analysis process by completing financial aid application 
forms. Individual institutions may require students to compleire any 
nuiaber or combination of financial aid applications supplied by private 
need analysis services/ BEOG, states, foundations, other government 
agencies, or the institution itself. The choice of which forms insti^ 
tutions require from- aid applicants will largely be a function of the 
type' of aid programs offered by the school. For example, institutions 
which participate only in the Basic Grant program will have no use for 
any applications other than the BEOG form. - 

The Basic Grant Program has a need analysis methodology all its own. 
Students applying for a Basic Grant must have the application processed 
directly by the U.S. Office of Education (USOE) and may apply by 
completing a special Basic Grant Application Form. For the past few 
years, USOE has been processing Basic Grant applications from information 
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A^A comment offered by a Director of Financial Aid at a state u^g-versity 
in the Southwe^^ 
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abstracteci from financial aid forms submitted to the College Scholarship 
Service (CSS), the American College Testing Program (ACT), and the 
Pennsylvania Higher Education Assistance Administration. A student who 
completes either the CSS Financial Aid Form (FAF) or ACT Family Financial 
Statement (FFS) — the most comaonly used forms — may, by checking the 
appropriate box, automatically apply for a Basic Grant award. This is 
known as the- ''Multiple Data Entry System." 

Most institutions rely on the CSS/FAF or ACT/FFS to calculate student 
eligibility for them. The FAF' or FFS is returned to the school in the 
form of a "ne^d Analysis report" (NAR). This report details the 
student's expected totAl family^contribution and estimates his/her 
eligibility for BEOG. Although boHh ACT and .CSS operate, roughly under 
the same guidelines for need analysis, they employ difTe^ent application 
forms. Ba'sic Grant eligibility is computed accdrding to strict Federal 
regulation (see the Federal Register 7/26/79,. Part V, Department of 
Health, Education and Welfare — 45 CFR Part 190) i Students receive a 
Student JEligibility Report (SER) by mail directly from BBOG. The SER 
notifies the student that he/she may or may not be eligible to receive a 
^EOG awatd. Eligible students then bping the SER to their school's 
financial aid office, where an aid ^-officer then auets the BEOG award level 
according to the USOE-^published BEOG f)ayment schedule. This schedule 
considers the student's cost of education, full- or part-time status, 
Student Eligibility Index, and the half-cost limitation. The half-cost 
limitation sets the maxipitjm BEOG award at no more than one-half of the - 
student's total cost of attendance — the BEOG budget. The Student 
Eligibility Index (SEI) is . the calculated number,' printed on the SER by 
the USOE application processor, which identifies the degree of-th^ 
student's need, in accord^ince with the BEOG methodology.. The student's 
Basic Grant award is inversely related to the size of the student's SEI. 
A student with an SEI of iero <"0") is eligible for the maximum^ Basic 
Grant award, while a student whose SEI is over 1,600 Cfor the 1973--79 
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academic year) ia deemed ineligible to receive a BE^OG.- The budgeting 
procedure to be employed in calculating Basic Grant awards is also 
specified by statute (see Chapter 8). 

Family Co.ntributioti 

For . the financial aid officer, the key to judging the need, of an: 
individual student, relative to Qther applicants for aid, is that 
Student's calculated Expected Family Contribution (EFC). In their 
attempts to allocate a limited pool of financial aid resources, many 
schools use the EFC as a means of ranking students with respect to 
need—the lower the EFC, the needier the student is cbnsidered to be. 

When schools receive the appropriate need analysis report, they are 
given the opportunity to review the calculated EFC and adjust it as they 
deem necessary (20 USC 107062(a)(2); 45 CFR 176.12(c), 176.12(f)). This 
may be done in cases where the financial aid officer believes that the 
.student is experiencing "unusual circumstances" (CSS, ACT, and a number 
of other aid applications allow students to indicate the existence of - 
sucU circumstances). For students who file as dependents, the bulk of 
the EFC is generally comprised of "parental contribution" (PC) since' 
parents are, in most cases, the prime sources of support for these 
students. This portion of the EFC has colloquially been referred' to as 
the 'parents' fair shar^" contribution to a dependent's education. Thus,^ 
for students who file as dependents, this adjustment iS usually 
incorporated in the parental contribution (PC) segment of the EFC. 

Negative Parental Contribution 

In the course of a student's need analysis,, it .is possible for the 
resulting expected parental contribution to b^'^^xpressed as a negative 
dollar amount. This indicates that, in effect, the parents of this 
student will, themselves, need to be subsidized in order for that student 
and his/her family to meet the costs of a postsecondary education. 



£^For 1979-80, the maximum Basic Grant was raised from $1,600 to $1,800. 
As such, students assigned SEIs ranging from zero to 1,800 were 
eligible to receive BEGG awards. 



The effect' of* a negative PC can be readily ^illustrated by inserting this 
figure into the formul^ for determining gross financial need* This 
example assudnes that the other areas of expected contribution total less 
than the tiegative PC S9, that the EFC is less than zero: 

(Student Budget) - (-EFC) ; « \ Need 



- The result of subtracting this negative number from tt)^ student budget is 
to add the amount of the negative contribution to the^ budget amount*. In 

• this instance, the total need of the student will be greater than the 

student •s total expense budget* It should' be noted that a majority of 

schools do not utilize negative parental contributions and instead set a 

negative PC equal to zero* (See the Results portion of this chapter for 

further elaboration on this matter.^) 

. ' -""^^^ 
Benchmark Figures 

In order for a specific need analysis system to be considered as an 
appropriate means for computing stu^entSy^eligibili ty for Campus Based 
assistance it must conform to standards established by USOE. These 
standards are contained in the "benchmark figures" published yearly in 
the Federal Register by the Commissioher 9f Education* Benchmalrk figures 
ar§ comprised of saciple cases of student aid applicants and their 
resulting expected family contributions* Need analysis systems which 
seek USOE certification must calculate family contributions within $50 of 
/ ' the USOE benchmarks in a majority of cases* In this manner USOE «# 
maintains consistency in need analysis without assuming direct control of 
the assessment of student eligibility for Campus Based funding. 

THE ISSUES 

Need Analysis Formulas 

The tern "need analysis' itself, reflects some of the confusion 
surrounding this process. As was outlined in the preface to this 
section, a calculation of the expected family contribution is only one 
facet of the process of determining a student's level of need,. Students, 
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financi|il aid officers, USQ^,? and the Congress have all, at one time 6r 
anoti^er, expressed dissatisfaction with the computation formulas which 
are the bases" for arriving at an expected family contribution level, 

parb of the hearings on the Reauthorization of the Higher 
Education Act held' in May 19*79^ Constance K^ite, Director of 
Undergraduate Financial Aid at Yale University, offered the ""following 
thoughts on the issue of adherence to the calculated family contribution 

It mustc be realized that the contributions calculated by 
the major financial^id services provide a consistent and 
equitable calculation applied to infoaiS^ion submitted on the 
need analysis input docximents* The resulting contributions 
should be considered as reliable recongiendations vl;^j]rtr only as 
recommendations . / They are a guide to judgment btit no£ a ^ 
substitute for thV review and appropriate adjustment by 
knowledgeable financial aid administrators. 

The information submitted to^the financial aid 
services is frequent^ly supplemented by documents 
submitted directly to the financial aid office. In 
addition, the aid administrator may request clarifi- 
cation- pf the initial data submitted or a tax return 
in support of the application, The>ae^ analysis 
system seryes a variety of institutions and agencies 
and provides contribution figures on a wide range of 
students and their families. Only through careful 
review by financial aid administrators can the 
complexities fac«d by individual students ^nd their 
""^ ^^^^^J^Q^ be incorporated into the final contribution 
j&idres , (Emphaais added, * ' 

Hs. White raises the concern that the financial information from 
which the expected family contribution** is derived may npt always be 
pertinent to the situation of every student in every possible circum- 
stance, • In the cdse pf independent students, it has been argued by 
others that basing the student's contribution on his/her Lncome from the 



3/ 

—^Constance \7hite, "Overview of the Need Analysis System and Uniform 
Me,thodology in the U,S, Congress, House, Committee on Education and 
Labor. Hearings on the Reauthorization of the Higher Education Act. 
Washington, D.C, May 1979, Vol. 3, p, 119. 
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prior year is not a valid means of assessing a student's ability to 
contribute while enrolled in a pos tsecondary^ institution. Joel Pa'cker, 
then the Legislative Director of the United States Student Association, 
explained to William Ford, Chairman of the House pf Representatives' 
Subcommittee on Pos tsecondary Education, Committee on Education and 
Labor, that independent students who have "stopped out" of school and 
worked full time for a year or mor^ are being asked to contribute 
financially to their education and support based on^ earnings which they 
will, most likely, not be able to duplicate while enrolled full-time in* a 
postsecondary institution. Mr. Packer and other student advocates asked, 
at. th^ time, that,* * 

.♦.the student aid officer of the ^institution be given the ^ 
ability to determine whe t her ^ in^ ac t . the previous year's 
earnings was related to what the present year's earnings would 
be.i/ ' , 

w 

The Results portion of this chapter will outline some information 
which institutions provided on the frequency and manner of adjustments 
made to calculated family and parental contributions. 

Applications for Aid 

As has been touched upon in pre>||,ous sections of this report, and 
wilf be further considered in Volume II, USOE is concerned wi 
maintaining a certain level of consistent practice and equitable 
treatment of students among the great number of institutions which 
participate in the Federally sponsored aid programs. One component pf 
this effort has centered on the forms which students are required to file 
when applying for aid. Currently, USOE, in cooperation with others in 
the financial aid community, is working towards adoption of a "common 
form" in an attempt to further standardize the need analysis process. 



— ^U,S. Congress, House Committee on Education andVLabor, Hearings on 
the Reauthorization of the Higher Education Act. Washington, D.C., 
• May 1979, Vol. 4, p. 95. 
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Reaching this goal will require a major effort when viewed in terms of 
the large number of need analysis services currently employed by' various 
postsecondary institutions. 

ACT and CSS have worked closely with USOE in this effort to develop a 
common need analysis system. The data clearly indicate, however,, that 
there are a number of other systems which ajre in general use today. With 
the exception of BEOG, the Internal Revenue Service," the Illinois State 
Scholarship Commission, and the Pennsylvania Higher Education Assistance 
Administration, the need analysis agencies commonly used by institutions 
are privately owned and operated* Many of the institutions which 
subscribe to these systems do so in order to avail themselves of the wide 
range of additional services which they can provide to schools. In 
addition to . performing need analysis computations, some of these agencies 
also provide the financial aid office at a given school with assistance 
in packaging, record keeping, report preparation and compliance wi'th 
state and Federal^ regulations, as well as assistance with the preparation 
of eligibility and funding applications. 

For the 19a^^81 academic year, BEOG, ACT, and CSS are employing a 
simplified a^jf application form in hopes of taking some Q,f the mysteries 
out of the application process. The ACT and CSS versions of the aid 
application wiX^ also be more similar than in the past. 

^ Computing Eligibility 

, A student* 3 financial condition will be subjected to several need 
analyses depending on the types of aid for which he/she applies. USOE 
prefers that eligibility for the Campus Based programs be computed in 
accordance with a uniform methodology. Individual states practice their 
own specified versions of need analysis, as do the other distributors of 
financial assistance. 

USOE has taken steps to standardize the need analysis procedures as 
applied to the Campus^ Based programs. The establishment of a* "uniform 
methodology," by which privately operated need analysis services 
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calculate student naed, was prompted by suggestions made by the Keppel 
panel and others r In this manner, USOE has moved towards ensuring that ♦ 
students /receive equitable treatcrent in the assessment of their 
eli^gibility for the Campus Based programs* The components of this 

H 

assessment process have also co&e under public scrutiny* A most common 
topic of discussion has been the amount of the asset protection* 
allowance. Whether a family should be expected to draw liquid resources 
fromsjioji liquid assets (e.g., homes, farms, businesses, machinery) is the 
question being rais&d-J^ many aid officers, as well as by aid appli- 
cants. USOE is sjeekin^ to strike a balance between the two sides by . 
attempting to arrive at a compromise contributi^ which can be expected 
to be borne by thelstudent and/or- his/her family. Another point of 
controversy has been the treatment of independent students^ with regard to 
the calculation of their need. Some institutions are wary of tfhe j 
legitimacy of* some s'tudents' claims to independent status and will 
request the submission of /parental income data from these students , as if 
they were, dependents'. Qthers will request additional documentati'on of 
data reported by independent students, '^t the other end of the spectrum, 
certain institutions, j^ke specif, ^teps to adjust the contribution, 
expected from independent studenxs, feeling that they are more pron^ to 
be placed in exceptyfonal financial circumstances. Other facets of need 
assessment, such ^ allowances for other members of the family enrolled 
in' postsecond^ry education institutions, consideration of social security 
income as a resource, and the percentage* of nontaxable income used 
towards a student's education, have been^ and are jstrrrently being, 
debated by students, aid officers, and government officials. 

RESULTS 

Use of Need Analysis Systems * 



Although there are a wide number of available ^need anal^is systems, 
institutions aril most likely to rely on one of thre^i* systems. Table 7.1 
clearly indicates the concentration of usage of tfhe Basic Grant, College 
Scholarship Service, and American College Testing Program as the prime 
processors of aid applications. The numb^ of multiple responses 
indicates that many institutions will recognize need analyses computed by 
more than one service, 
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PERCENT OF INSTITUTIONS USING VARIOUS NEED ANALYSIS 
SYSTEMS: ACADE>aC YEAR 1978-79 



Percent of 
Total Respondents!/ 



Basic Grant Application 
CSS (Financial Aid Form) 
ACT (Faniily Financial Statement) 
Income Tax System , ' 

Student Assistance Financial Evaluation (SAFE) ^ 
Student Aid Management ^ 
Financial Analysis Services (FAS) 
Illjlnois State Scholarship Commission 
?'unctional Solution, Inc* 
Monroe, *rhe Calculator Company 
J. S. Jones and Associates 

Pennsylvania Higher Education-Assistance 2/^ 
EMI 2/ 

Donley Richardson 2/ 
Hand Calculation 2/3/ 



Inst;icutLons Reporting: 



36.0 
70.9 
42.4 
6.4 
1.2 
0.0 
1,7 
0.0 
0.0 
1.7 
0.0 
4.0 
0.6 
0.6 
2.3 
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Source; -Institutional Site Visit Survey. - 

i.' Column will total more .than lOOZ due to the number of institutions' 
which emplojr multiple need analysis services. 

2/ • • 

— Not specified as a response in the survey instrument. 

l^The term "hand calci;lation" is^applied to institutions which collect 
financial aid data (in some instances using the forms supplied by the 

' need analysis services) and calculate eligibility based 'on their own 
methods of determining need. 
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Table 7.2- furtlier elaborates on the distribution in use of the most 
commonly employed need analysis systems. The wide reliance by schools on 
the College Scholarship Service's financial aid services is evidenced 
most strongly at 2- and^ 4-year public and private institutions. 
Proprietary institutions are more prone to rely on the Basic Grant 
application and the Student Eligibility Report (SER) tg determine student 
need* This is due to the nximber of these institutions which do not 
-participate in -the Campus Based aid programs. These schools do not need 
the more sophisticated computations provided ^jy the private need analysis 
services. The use of the?" "other private need analysis services" appears 
to be concentrated in the 4-year public and proprietary institutions. 

TABLE 7.2: PERCENT OF NEED ANALYSIS SYSTEMS IN USE 3Y LEVEL AND CONTROL OF 
INSTITUTION: ACADEMIC ^EAR 1978-791^ 



^EAR 







Institution Level 


and Control 




4-Yr 


4-Yr 


2-Yr . 


2-Yr 






Public 


Private 


Public 


Private 


' Proprietary 


V- 

College Scholarship 
Servipe 


79.6 


88.2 ' 


66.7 


80.0 


38.5 


American College Testing 
Service 


55.1 


43.1 


30.0 


50.0 


38.5 


Basic Grant 


22.4 


27.5 


40.0 


60»0 


73.1 


Income Tax System 


8.1 


3.9 


3.3 


0 


15.4 


Hand Calculation 


2.0 


2.0 


6.^ 


0 


0 


' 2/ 

Other Private Services — 


8.1 


2.0 


3.3 


10.0 


11.5 


' PHEAA System 


2.0 


0 


0 


0 


0 


Other - not specified 


0 » 


\ 3.9 


0 


0 


3.8 


Institutions Reporting 


49 


■ 51 


30 


10 


26 



Source: In^t itut ional Site Viaic Survey. 

-^Percentages reflect the multiple response potential of the question, 
i/See Table 7vl. ) 
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Though they represent opposite ends o£ the educational spectrum, both of 
these institution types indicate that they require the additional 
services which thse other private sources can provide* , - 

Adju3ti)n8 the Expected Contribution - ^ 

Table 7.3, below, presents data on the proportion of institutions 
which adjust the parental contribution portion of the calculated EFC. Of 
the institutions responding to this inquiry, 91 percent indicate that 
they routinely adjust at least some portion of joalculated parental 
contributions. Of these-schools: 

• more than one-third (37%) adjust less than five percent of 
calculated PCs, 

• 51 percent adjust less than 10 percent of calculated PCs, and 
' • 79 percent adjust less than 25 percent of calculated PCs. 



TABLE 7.3: PERCENT OF CALCULATED PARENTAL CONTRIBUTIONS ADJUSTED: 
ACADEMIC YEAR 1978-79 



Percent'^f Parental 
Contributions Adjusted 



Adjusted 
Percentage 



Do. not Adjust 

I- 5 
6-10 

II- 15 
16-20 
.21-2-5 
26-30 

31 and over 
Totdl 

Institutions^ Reporting: 



8.6 
28.4 
14.2 

8.6 
13.6 

7.4 

f 

9.9 
9.3 
100.0 
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Source: Institutional Site. Visit Survev. 
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Only 11 insti^tutions indicated the existence of any set policy 
regarding the treatment of negative parental contributions . Of these, 
the majority adjusted tUe negative ?C to zero* These schools, totallir^g^ 
7 of the 11, have set a policy whereby they wilL not abtempt to meet need 
greater than the student expense budget total. Three of the remaining 
respondents indicate that they adjust the aid package to include more 
nonretumable aid for students with negative expected paMntal contri- 
butions; the fourth case emplpys a more general approach and simply 
considers such students to be of exceptional need, 

TABLE 7.4: CIRCUMSTANCES WHICH PROMPT SCHOOLS TO ADJUST THe\cALCULATED 
' FAMILY CONTRIBUTlbN: ACADEMIC YEAR 1978-79 



Reason for Adjustment 



F.erceatage Of 
Respondent si/ 




Special or changing family circumstance 

Error on financial aid form (by student 
and/ or in processing) 

Medical^ or hiandicap-related expenses 

Assets n^d to be recalculated 

Summer earthings expectation needs 
adjustment 

Miscellaneous 
Institutions Reporting: 




Source: Institutional SJLte Visit Survey. 

i-^Column will totaj. more than iOO% due to the number of institutions 



which report multiple reasons for adjustments, 
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With regard to adjusting the expected family contribution calculated 

for student aid applicants, a total of 76.5 percent of the** respondents 

(124 schools) indicated that they did indeed have occasion to m^lce such 

an adjustment, while 23«5 percent (38 schools) replied in the negative.^ 

Table 7*4 is based solely on these 124 schools. Those institutions which 

indicated that tftev d^ make this adjustment gave a variety of reasons for 

LS exercise. The Vast majority (69 .4;5;i)''"^nsider that^ special or 

changing family circimistances (e.§., loss of employment; divorce; 

illness; radical shift in earning capacity^ warrant a^ readjustment of the 

expected family contribution. Approximately one-fifth of th^ schools, 

C21/Z) note that errors in either the processing of, or the 

f amil y-reported data on, the financial aid form can result in. an 

\^ ' erroneous family contribution expectation. Schools also^ indicate ^ 

, willingness to adjust the calculated family contribution in order to: 

* .* * 
compensate for medical- or handicap-related expenses^(10.5%) ; readjus't 

the expected contribution from assets — notably from home, business and 

farm holdings — (9.7%); redefine the expected contribution from the 

ystudept*^ summer earnings (4%); and for a variety of miscellaneous 

reasons (i«e., high transportation costs and exceptional individual 

need)^ 'Wien further questioned, those schools^ which do adjust family 

contributions, 83»1 percent (103) responded positively when asked whether 

they change this value for other students with sUmilar circumstances; "9 #7 , 

percent (12) gave a flat negative r«psponse; and 7.2 percent (9) claij^tfed * 

to adjust only i^^ so"me^^|es. 
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SUMMARY 

For the student, need analysis is "t^e beginning of his/her inter- 
action with the aid distribution pro^re^^s^ The relative degree of need 
which the institution assigns a student will bear quite heavily on that 
student's eligibility for financial* assistdn^e — Federal and non-Federal. 
As has been illustrated, there are a number^of need Analysis systems 
currently in use across the nation. The Exi>ected^ Family Contributions 
which result from computations by these various^ services should not 
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differ significantly, however, due to USOE's accreditation of these 
services^l Variation in ^he^ treatment of students can, and does, occur 
'when the institution exercises , its option to adjust the^EFC or the 
parental contribution component of the EFC. As with .most phases of the 
Campus Based programs, USOE has intentionally allowed institutions the 
freedom to interpret, within specified guidelines, the outcome of need 
analysis fonpuLas designed to serve' all postsecondary instituti^ons and 
students. ' ^ ^ 
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DETERMINING THE COST OF EDUCATION: 
^ STUDENT EXPENSE BUDGETS 



INTRODUCTION 



Institutional financial aid offices are charged with the 
responsibility for eatiiuating the total cost of education for student aid 
recipients. Working within Federal guidelines, local financial aid 
officers must establish budgets used in the calculation of Basic Grand 
and Campus Based student aid awards. As illustrated in Exhibits IV. 2 and 
IV. 3, the cost of education is a prime determinant in establishing a 
student's level of need. Expense budgets establishedJIor use with Campus 
Based programs must also be tailored to meet the act|6l costs to be 
incurred by students and must recognise that all students cannot live on 
the same budget .^^JEhe National Association of Student Financial Aid 
Administrators (NASFAA) presents the following a^ an overview of 
institutional responsibilities concerning the preparation of student 
budgets, this discussion is based on the report of the' NASFAA-sponsored 
National Student Expense Budget Conference held in March 1977: 

As student budgets^are contemplated, an institution must identify and 
/ develop the economic standards which should be reflected within its 
student budgets. Thus, the appropriate standard of living must be 
defined and the general guidelines which reflect this standard must 
be identified for each expense component. 

The budget should provide for redfsonable .cos ts (that is moderate/ 
modesit but adequate) necessary to enable a student to attend a 
post-secondary ed&cational institution during an academic year or 
proportionate period thereof The budget should provide for the 
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^ essential goods and services necessary to permit the individual 
student to devote his/her primary energies to the pursuit of an 
acceptable educational objective.!./ 

Basic Grant Budget Refflilations 

r 

As with^ other aspects of the Basic Grant program, the U.S» Office of 
, Education (USOE) has elected to impose a rigid structure on the 
development of budgets which are used in the calculation of Basic Grant 
avfrds. pits unique procedure is mandated by statute: 

190.51 General attendance costs 

Except as provided in Section 190.52 through 190.55, the following 
are recognized as a student's costs of attendance: 

(a) Tuition and fees: 

(1) The amount charged to a full-time student by' the 

institution for tuition and fees for an academic year» 

C2) Tuition and fees may intlude travel costs within the United 
States required for completion of a course of study, but 
not for travel between the student ' s^, residence and the , 
institution, or for travel outside the United States • 

(b) Room and board: , ^ 

(1) The amount charged the student by the institution under a 
contract for: 

(i) Room and board for the academic year, 
(ii) Room, plus an^ allowance of $625 for board for the 
academic year, or 
(iii) Board, plus an allowance of $475 for room for the 
academic year, ' ' ' 

(2) If no cjDritract is entered into for either room or, board, an 
allowance of $1,100 for the academic year whether or not 
the student lives with a parent, or 

(3) If an institution enters into a contract with the student 
for room and/or board for less than seven days a week, a 
daily rate will be competed based upon the standard 
allowance and used for those days not covered by the 
contract. This amount will be added to the costs 
established under clauses (i), or (ii), or (iii) of 
subpayragraph (b)(l), whichever is applicable. ^ 



^'National Association of Student Financial Aid Administrators, 
Fundamental Financial Aid Self„Learning Guide (Wash ing ton , D .C . , 
" NASFAA: 1980). ^ 
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(c) An allowance of $400 will be made for books, supplies, and 
miscellaneous expenses for the academic year. 

(d) An institution may not charge a student who receives a Basic 
Grant more than it charges a student enrolled in that same 
program xrtio' does no't receive a Basic Grant .J,/ 

Even with this mandated procedure, however, the B^sic Grant budget: is, 

likely to vary from institution to institution as a result of differences 

in associated costs, specifically the charges for ^tuition and/oi; fees and 

on-campus room and board. In teality these can be viewed as "fixed" 

costs, in the sense thj|t the local aid officer cannot exert discretion 

over. the dollar amounts he/she affixes to them. They are predetermined 

by the applicable institutional governing authority* 

Developing^ Campus Based Budgets 

In developing Campus Based budgets, institutions are again confron:ted 
with the existence of fixed costs. However, there is a great deal more 
freedom to supplement these fixed costs as the total budget is con- 
structed. In fact, the financial aid of ficer may * include a wide range of 
cost items in the budget including the anticipated expenses for tuition \ 
and fees; room (housing) and board (food) — which, for the jjurpose of this 
study, have been treated as a combined cost;* transportation (commuting as 
well as home visitation costs); and other personal expenses including,* 
but not limited to, books'^ medical, laundry, clothing, insurance and 
recreation coats. The use of these it«is as the basis for budget 
preparation is derived from the Title IV regulations concerning the 
definition of "cost of education" as applied to the Campus Based aid 
programs. Section 176.11 reads; 

The amount required to enable a student to plirsue his education 
at an institution of higher education includes amounts charged for 
tuition and fees, the amounts charged by the institution or the 
expanses reasonably incurred for room and board, books,, supplies, 
transportation, miscellaneous personal expenses, and expenses related 
to maintenance of a student^ s dependents. In the case of a student 
engaged in a program of study by correspondence only his costs of 



Federal Register , Val . 4A, No. 18 - Thursday January 25/ 1979. 
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tuition and fees shall be recogniaed as a cost of education for^ the 
purpose of this part; provided, however, tha^travel and room and 
board cost's incurred specifically in fiAf il4mentxof a required period 
of residejitial training may be considered a cost of education for 
such a student .3/ 

% 

* Once the financial aid officer determines which categories of ex- 
penses he/she will allow for in the established standard, the rtext task 
is to assign specified costs to each item. derivation of these cost 

figures, particularly the methodology employed., is an area of great 
controversy withm the financial aid community. A financial aid officet 
must seek a balance between the realities of student circumstance, local 
market conditions, student desires and needs, and the uisefulness of the 
resulting budget as a base for developing the aid package. Moreover, 
while it is true that every institution establishes some sort of standard 
student budget this does not necessarily mean that these schools adhere 
strictly to them. For some institutions the standard budgets .provide a 
base from which to build realistic expense budgets, reflective of the 
life circumstances of individual students. In other cases, schools set 
out strict parameters within which adjustments to^ the budget may be 
applied. ^ 

TIBS ISSUES ' ^ 

Measuring Student Costs i 

Just as one would shop around for an automobile, a house, or a * 
doctor's services, so too do families compare costs! of attendance at 
several institutions under ^Consideration. In order to encourage 
rational, informed choices, accurately measured and reported student 
* expense budgets need to be provided to potential students and their 
families.^' 

Alan Wagner's emphasis, above, on the need for "accurate*' student 
expense budgets is a theme that has been carried out in a number of 
discussions of budgeting practices. From these discussions have evolved 



1^20 US^1070b, 
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—'Alan Wagner, Cutting the Coat to Fit the Cloth: Student Expense 

Budgets , (Washington," D.C. : College Entrance Examination Board, 1976), 
p. 8. 
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some differing arpjiroaches to preparing student budgets ♦ Wagner groups 

these approaches into three categories. "These are: (1) use of 

secondary sources; (2) use of a student survey; (3) use of student 

5/ 

expense diaries*"— 

Secondary sources, which may include lacal living cost breakdowns 
coiypiled by the Bureau of Labor Statistics, the Department of Agriculture 
Of other local government agencies, 'may. provide general keys as to the 

to' 

overall anticipated cost of living in a given locale. Many schools also 
r4ly on the publications prodded by the American College Testing Program 
(act) and the College Scholarship Service (CSS) which estimate the costs 
of attendance at the ir* member * institutions as a starting p^iTnT^ih budget 
preparafion. \ 

The Midwest Association of Student Financial Aid Administrators 
Invitational Student Expense Budget Conference concluded that schools ' 
would be .be St -advised to utilize a number of dat^a-^gathering techniques 
in order to arrive at •the most accurate budget totals. Specific xec- 
omaend^ions included the conduct of a survey of student estimated 
expenses in order to get a handle on students' perceptions- of their own 
cost of living. An even more exacting practice is to require students to 
maintain "student expense diaries These diaries can provide a more 
detailed picture o|_actual student expend itu^pe s . The conference 
attendees caution, however, that the implementa*tiori of sophisticated 
techniques for ^pense- data-gathering can be a costly aiid time-consuming 
project for the individual institution. No matter which method is 
chosen, schools must also recognize their responsibility to update, the 
data, before the start of each new academic year to reflect current 
economic tj^nds. 

Wagner reminds his readers of the true scope of the debate 
surrounding the method of preparing student expense budgets: ''It is 
important to keep in mind that the real issue here is that these 
different methods (of obtaining cost data) can lead to different cost 



l^Ibid., p. 22\ 
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estimatqjifeor the same item.'— ^ This will be worth keeping in mind 
when considering the extent ^of the variance in the budget information 
provi\led the institutions. 

\ , ■ \ 

Budgeting Ethics and Equity 

As will be seen in the results portion of this chapter, there exists 
a high degree of variation in the total budgets which institutions ^ 
estaMish. This raises a number of issues ^ncerning their utility. Ar^ 
schools developing these budgets purely as a measure of student cost or 
are there other possible rationales foi; a particular mode of budget 
preparation? This issue *is specifically addressed in the final report of 
the joint ''Midwest Association of Student Financi^il Aid Administrators 
(MASFAA)/USOE Invitational Student Expense Budget Conference" held in 
April of 1976. In a section which , considers the use of standardized < 
student' expense budgets, the authors warn: 

••• the process of budget construction may easily be used for 
purposes which do not serve the needs of .students. For example, 
student budgets should aot be established for manipulative or 
-laconsisHent^ purposes, such as rationing of funds, justifying large 
hind requests, showing that the full need of students has been met, 
oxSrecruiting students by publishing misleading institutional costs. 
Ratnhf , the aims of expense budgets should be to measure educational 
costs accurately, to serve as devices for administering aid 
efficiently and responsibly, and to insure besic equity among members 
of a defined group .Z^ 

This report goes on to further address the question of equity in budget 

preparation. Their basic conclusi^on is that a system which allows for 

such a wide range of approaches to biw^get preparation in turn leads to 

broad variance in^the actual budgets which are assigned to students. 

Moreover, under such an unbridled system, students ^nnot be ^aranteed 

that they will receive equitable treatment no matter which postsecondary 

institution they choose to attend. As has been noted- previously , the 



Wagner, ibid., p. 22. 
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-I^Midwest Association of Student Financial Aid Officers/Unit^ State 
^ Office of Education. Invitationat" Student Budget Conference; Working 
Papers , (Washington, DCTl MASFAA/USOE, 1976), p. 5. p 
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assigned budget- is an integral factor in tKe determination of a student's 
o"need" and therefore , the amount of financial assistance that student 
may potentially receive. 

In addition to consistency of treatment, thefe is 'another facet 

the issue of equitable budgeting practices — that budgets should 

accurately reflect the costs which a student will be expected to bear 

during academic year. The National Association of College and 

University Business Officers (NACUBO), in' its publication, The Management 

of Student Financial Aid , stresses the point that "reasonable budgets are 

^ 

' needed *to calculate an. accurate need figure for the stud^t."-- The ^ 
comparis^ of .calculated student ejcpense budgets with the "actual" 
expenses incurred*^ by students is a complex area of study. As can be 
deduced from the previous discussion of the. methods used to determine 
specific cost items, there is^o single, unimpeachable source which can 
provide the basis for such a comparison. Thus, the limited scope of this 
study will not permit it to pass judgment on the "reasona}>leness" of the 
specific cost items which comprise student budgets. 

' The use of the terminology to describe some of the phenomena 

asociated with budgeting issues has been another topic" of discusai6«u^v^^^ 
NASFAA has this to offer on the t^rm "reasonable": ~' 

As this discussion proceeds, it may become necessary to employ 
different words to connote the same meaning. This need arises, in 
. part, but of the uses of the word "moderate" and ^he' phrase "modest 
. ^ but adequate," which are fltJt interchangeable even though they sound 
, -similar. Webster's New World Dictionary and Student Handbook^ 
provides for a choice of definitions which include the following: 
moderate . . .reasonable or ordinary . . .modest • . .simple or 
reasonable •• .not extreme... The common denominator of these * 
definitions is reasonable 

1 

_ , / 



8/ * * J 

— 'N'ational Association of College and University Business Offices, 

Management of Student Aid (NACUBO: Washington, D.C., 1979) pj. 31.. 
i^NASFAA, ibid., p. VI. 4. 
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RESULTS 



Standard Budgets Adopted by Institutions 

The figures contained in Table 8 A are the av^jg^e budget figures 
which institutions have established for\four basic types of students • 
Presenting these figures minus tu^ion and fee charges provides a clearer 
picture of the dis ere tiouary^ort ions of 'these budgets and avoids the ' 
confusion which may result from attempting to compare budget totals which 
also include the differentials in tuition between public and private 
institutioiw. Additionally, the^ mean figures expressed below do not, in 
and of themselves,, indicate the high levels of standard deviation within 
each category. The budget categories listed in Table 8.1 were chosen in 
order to provide a picture of the .treatment of the vast majority of 
postsecondary students. Also, these* budget categories were the ones * 
which mdst institutions indicated that the^employed . 

TABLE 8.1: STUDENT BUDGET TOTALS FOR FOUR STANDARD BUDGETS, BY LEVEL AND 
CONTROL OF INSTITUTION NET OF TUITION .AND FEES: ACADEMIC YEAR- 
118^8-79 ( 







Type 


of ^udget 






8*8 ici^ 


On-Campus 


Independent 


Married . 


Wl' institutions 

)4-Y6ar Public 
4-Year Private ^. i 

1 

2-- Year Public 
2-Year Private 
Proprietary 


1838 
■ 1869 
. 1749 
: 1970 
1791 
2081 


• 2375 
2^2 
2510 
2465 
2323 
2263 


• 3299 
O053 
3466 
3536 

^ 3842 
3030 


5388 
5075 
5375 ■ 
56«1 

5764* 


Institutions Reporting: 




76 


86 


83 



Source: Institutional Sit«» Visit Survey. 

Basic budget : single, dependent, lives off-campus (at hoflf&), full-^time, 
ni^e-months, state resident (if applicable to tuition); On-Campus : same as 
basic budget except student lives in dn-campus housing; Independent : same 
_as t^asic budget except student is independent; and" Married : s^me as basic^ 
budget except student is married. 
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By and largj^ institutions appear to be the most frugal in their 
budgeting of studetits Who are dependent upon their parents for support 
and housing. The difference in the total budget between these students 
and the same types of students who chose to' reside on^campus ranges up Co 
$^1 at proprietary schools and $532 at 2-year public schools. This 
'could cause the student, and his or her parents, to conclude tha^ taking 
up residence on--campus is quite 'a ^sirable option since it appears that 
the ♦institution will provide financial aid to meet all of these costs, * 
while they have placed a strict limit on the costs associated with 
maintaining that student at'home.— Aid officers may be taking the 
view that^the actual costs to the parent of maintaining a child while 
he /'she attends a postsecondary school are limited, and not all that much 
above the costs which would normally be incurred by that family. For 
example, it is a contention that charges for rent, mortgage, utilities or 
hpusehold support may not vary at all, or differ only slightly, du|e^ to • 
the presence at home of one child. • «^ 

The budget totals for the "basic"' budget category provided by 
institutions range from $250 to $3,840; those for dependent' students 
residing on-^campus range from $1,200 to $3,530. This wide-range 
variance, which does not . include differences in tuition costs may, in 
fact, he pore significant than the average figures. The mere fact tha^/ 
these totals «ould vary by up to $3,500 is a clear indication that 
iastitutions are not adhering to any set standard in developing their 
budgets ♦ 

Similarly, the budget totals for unmarried independent students do 
not- reveal the existence of^any uniform standard of treatment. The total 
range of the- budgets, neliof tuition, which schools assign to independent 
stutSents reveals even moi^bariance . These budgets extend from a low of 
$160,jiU thb way up tfo $^Bp^ . The budget totals for married students 
also tapre^ent a wide JMp of perceptions as to the level of support 





-i^'^This, of course, assumes that the school will package aid to gieet the 
full cost-^an issug" which will be addressed in "Chapter 9. 



which they require. Althougl/rae range of means stretches over $700, the 
true degree of variance is r^rr^faled ijy the $7,838 range in the 83 examples 
of married student budgets submitted by institutions. 

There are, however, a few patterns of consistency which are evident 
from this table. It is clear that most institution types assign higher 
total budgets to independent students than dependent students; the 
exceptipn being 2'-year private schools whose on^ campus dependent budget 
is higher than the independent budgets In comparing the independent 
student ' s\ budget (net of tuition and fees) to the married student'p 
budget total one also finds son^ degree of consistency. At 4-year 
public, 2-year public and 4-year private schools, the married s4:udant 

budget is approximately 160 percent of the independent budget 

l// L 
totals. — At 2-year private schools it represents approximately \kl 

I 

percent of the independent total; and proprietary schools allow maij-ried 
students over 190 percent of the independent student's budget. Th el mean 
difference between these l:wo budget totals is 163 percent. This \ 
comparison of the budget totals for two different student types points 
out the question of whether schools establish budgeting procedures which* 
apply to all student-types. In other words, do aid officers who develop^ 
"generous" budgets for one category of student offer the same gene*a»i^ 
to other student types, and, as an adjunct to this, do aid officers which 
assign more frugal cost allowances also apply these principles across all 
budget .categories and student types? 

Detailed Com|>arisons of "Basic" Student Budgets/ 

In addition to totals, nearly all of the institutions in the study 
provided detailed data on the compdsition of their "basic" student 
budgets (Table 8.2). As previously note^, ltj;u3 category is. defined as . 
the single, dependent student residing off-campus with his/her parents 
and attending school full-time over a nine-month academic period. 



i-L^l66 percent for 4-year publics, 155 for 2-year publics, and. 158 
percent f^l^^-year pr ivatesv 
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TABLE 8.2: 



BASIC STUDENT BUDGET COMPONENTS (IN DOLLARS), BY TYPE AND 
CONTROL Of INSTITUTION: ACADEMIC YEAR 1978-79 . 





ALL 




- - «v 

Institutional Level 


and Control 




SCHOOLS 


4-Year 


° 4-Year 


2-Year 


2-Year 


Propri- 






Public 


Private 


Public 


Private 


etary 


Tuition 

(for residents) 




609 


2398 


291 


1843 


1592 


Room & Board 


830 


902 


815 


754 


1154 • 


702 


Transportation 


257 


272 


181 


347 


274 


266 


All Other 


. 634 


672 


. 585 


621 


484 


726 


Budget Totali./ 

« 


3042 


24542/ 


3979 


20121/ 


3755 


3252 


Institutions 
Reporting: 


169 


49^ 


51 


31 


10 


28 



Source: Institutional Site Visit purvey* 

i-^Note: Components will not always sum^orexact totals due to rounding 
and missing da^a* r '^^P^ 

l^For nonresidents at state schools, add $990 in additional tuition charged 
if a 2-=ye'ar school; add $1323 if a 4-year school. These average nonresident 
surcharges are based on 14 and 29 cases, respectively. ' 



A more simplified approach to viewing the components of the basic budget 
xs to examine the proportion of each budget which is comprised of 
indirect (or non^tuition) expenses,. . Table 8.3 presents these proportions 
for the basic budget by institution type. For public institutions the 
percent ofthe budget devoted to indirect costs is expressed for students 
who must pay ^n-state as well as out-of-state tuition. 
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.TABLE 3.3: 



PERCENT OF INDIRECT (LIVING) COSTS IN BASIC BUDGET, BY LEVEL 
CONTROL OF INSTITUTION: ACADEMIC YEAR 1978-79 ' 



ALL 
SCHOOLS 





Institutional Level and~Control 



4-Yeir 
Public 



4-Year 
Private 



2-Year 
Public 



2-Year 
Private 



Propri- 
etary 



Excluding npn- 
resident tuition 
surcharge 

Including non- 
resident tuition 
surcharge 

Institutions 
Reporting: 



56.6 



N/A 



75.2 . 85.6 



50.3 



N/A 



59,3 



50.9 



N/A 



52.1 



N/A 



169 ^ 49 



51 



31 



10 



28 



Source: institutional Site Visit p^tv^y » » 

The above percentages .can be interpreted as indicatirig the amount of the 
student's total cost which ia spent on his or her support. The remainder of 
the money is returned directly to the institutions in the form of tuition and 
fees* Consider the itnplications of this split: at four-year private schools 
nearly 60 percent of the money invested in a higher education is given 
directly to the school* Students *at these schools who are financing their 
education* through one form or another of financial- aid are able to utilize 
only 41 percent of this aid for living expenses* The^ high cost of tuition at 
these schools results in their receipt of a larger portion of the aid awarded 
to students and, in turn, makes it inevitable that these schools will receive 
a disproportionate s^are of the total appropriation of financial aid dollars 
(see Volume II of this report)* 

In general, Table 8*2 illustrates that there^ is considerable variance 
in the costs which schools assign to the components of tt^'e '"basic" 
budget* Although some schools may assign high dollar amciunts to one 
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category (e.g., room and board)) they do not necessarily assign high 
values t^^l of the components. 4-year schools seem to -assign higher 
dollar values than 2-year schools, with proprietary schools occupying, a 
4niddle ground^, but there are exceptions to .this rule. 

Detailed Comparisons of Other Standard Budgets 

Additional budget data provided by institutions (attached as an 

appendix to this chapter) also provide a comparison of their practices , 

regarding the budgeting of other student types. For example, the costs 

for room and -board allowed for married students contain quite a bit of 
« * . - 

variance (Table 8.4): 



\ 



TASm 8.4: 



ROOM AND BOASD ALLOWANCE FOR MARRIED STUDENTS (IN DOLLARS), BY 
LEVEL AND CONTROL OF INSTITUTION: ACADEMIC YEAR 1978-79 



ALL 
SCHOOLS 



Institutional Level and Control 



4-Year 
Public 



4-Year 
Private 



2-Year 
Public 



2-Year 
'Private 



Propri- 
etary 



Room and Board 

Allowance for 
Married Students 

Institutions - 
Reporting; 



;2995 



3038 



2940 



3172 



1911 



39U 



-88 



29 



. 24 



16 



11 



Source: Institutional Site Visit Survey. 

Married students attending a 2-year private school must maintain their 
room and board expenditures at a'^level some 70 percent below their 
counterparts at a 4-year private school. Married students at proprietary 
institutions seem to receive the greatest flexibil^ity in their room and 
board costs. Also noteworthy is the sharp difference in coom .and board * 
costs for married students at' 2-year public versus 2-year private schools 
(approximately 60 percent). 
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"This difference surfaces again in the treatment of non-married 
independent students* At 2-year public' schools, independent students are 
•budgeted for $2,116 for room and board charges while the same student 
womp^teiceive- only $i^208 if attendiijg a 2-year private school; again a 
60 'pirSent ' differential . Interestingly, this trend is turned topsyturvy 
when examining the budget for the dependent student living at hope. In 
* thj-s instance 2-year public schools allow a full 70 percent less . for room 
and board than the 2-year private schools ($754 versus $1,154). 

Once again, the ranges of ^responses which the institutions supplied 

' . . , ■ ' . . . ' ' 

provide a good indication of the variJhce withifP these budget 

components. In developing their "basic budget" the costs which schools 
assign to room and board range from $150" to '$2,995; for transportation 
thQ cost estimate^ stretch from $2d through $985; and for the *'other" 
category of expenses from ^ to $3,623. There are some possible expla- 
nation^ fc^r this apparent absence of equity^ in budget ing practices . 
First, aid officers must attempt to 4^velop budg[|J^s in line with the 
.realities of the local student cpmmunity whiih they serve. J^^^ would 
'-include having a'generxal knowledge of the regional cost of living as well 
as the demography of the student body. For example', a student body which 
.. is comprrsed primarily of nontraditional and/^r independent students will 
have differing needs than a mora homogeneous, dependent student 
jjppulation. Secdnd, -there is a general lack of consistent definitions 
for the terms used to label the budget components. For inst^ance^ the 
^interpretations whic^ schools apply to the term "transportation" can vary 
g'reatly depending on a number of local considerat i6ns . For students 
residing off -campus , the transportation budget is intended to cover the 
cpsts of 'the students' commuting to^ and from schbolw This cost may vary 
^-^corcfiiYg -to the geographic Tbcation <?f the school. At schools situated 
in urban arefas the cost of commutation may be rather modest — enough to 
cover 'daily round-Lrip bus or rail fares^^hile at schodls m preddmi- 
" vnalr^tly'^ rural locations, 'the co&f o/ commuting may be quite high— ^-students 
may b^ traveling from w.ithin a hundred or more mile radius of the 
catofl443i. Some schools also include" the cost of one^ two or more 
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round-trip visits to the student's home during the academic year as part- 
of* their transportation allowances. 'The amount of the transportation 
allowance will thus be a function of the individual student, the location 
of the institution ^nd the aid office's policy on home visitation* 

Final^ly, the;variance in the cos ts , ass igned to "other" expenses 
included m the student budget can be largely attributed to the 
sub-categories of expenses which aid officers may include in this 
component. Among the ''types of expenses which schools indicate that they 
will include as. "other" expenses are:^ l?boks, medical care, dental care, 
insurance recreation, entertainment, clothing, laundry, onrcampus meals, 
and more* Not only will th<?^number of th^se items which schools include 

in their .budge#^ary, but the dollar amounts which they allow for will 

■f 

also be subject ,to the discretion of^the did officer* 

^ Adjustments to Standard Bud^^^ts 

Use -of Student Estimates to Adjust Standard Budget 

At a number^of institutions, students are required to submit 
estimated expense budgets of their own. In some of these cases the 
financial aid office(r) will use t^s budget as the b'asis- for preparing ^ 
the individual student budget. In other instances* the^e budgets are used 
as information-gathering devices useful in the preparation of the • 
institution's, standard budgets. The ^following table indicates that 
institutional policies regarding student-submitted budgets can be 
class i^TM^iiffi to five geneifal areas of practice. It Should be noted that 
a liffge number of institutions indicated that they subarcribed to more 
than one of these procedures; thus the percentage column _tota Is to more 
than 100 percent. In addition to the cases cited below, two institutions 
(1#3S) responded that they used the students estimated expense budget 
only if it is lower than the costs assigned in the standard budget. 
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TABLE 8.5: ^ PERCENT OF INSTITUTIONS 'EMPLOYING VARIOUS PRACTICES WITH REGARD 
TO STUDENT ESTIMATED BUDGETS: ACADEMIC YEAR 1978-79 * 



Treatment of Student Estimates ' ' , ' . Percent j^f 

Institutions— 

If indiviiiual categories \are higher, they are reduced to 
the standard e^en if the overall total is the same as 

standard. * 26.8 ^ 

If individual categories are higher, they are used as 

long as the overall total i? the same as the standard 26.8 

If the student's estimate is lower than the standard and 

is judged to be unrealistic^* the standard is used. 30.6 

The standard budget is always usdd. - 28.0 

Standard budgets are tailored to the individual student » 

needs; proper docxmientation may be required. ' 29 . 9 

- 

Institutions Reporting: 157 
Source: Institutional Site Visit Survey. 

i' Percentages reflect the multiple response potential of the question. 

Institutions appear to. rely heavily on their standard budgets^' in 
order to achieve some degree of> uniformity in their treatment of 
Students. There also appears t<3 be an inclination among institutions tor 
all'ow for thpse special circtmstances which may warrant significant^ 
adjustments to the established standard budget. Almost 30 j)ercent of the 
respondents indicated that they are willif^g to disregard th^^ standard 
student budget if a student can properly document hi^/her condition. 

The use of^-bu^et " ad justments is especially crucial as financial aid 
offices attempt to cope with the increasing .^number of "nontraditional" 
students who are persuinft^pos tsecondary educatio.n. 1^ reviewing '*the' 
scope of adjustments whiOTWschool's apply to budigets, one finds * 
adjustments which range from a token, ^at best, to «those which seem to 
over-estimate the actual expenses ^incurred' for the specific purpose cited. 



\ 



In response to an inquiry as to how they treat the budgets of 
-students with dependents, 122 schools (84.7%) responded that they made 
aidditions to the standard budget total while 22 (15.3%) respondents 
indicated that they did not mak^ such an adjustment. 

Analyzing those 122 positive responses can provide a most revealing 
view of the variance in treatment which students of similar circumstance 
may receive depending on the institutions which they attend. At 10 
schools (7Z), students with dependents have their budgets adjusted 
accordxngtj^to their individual circumstance (i«e., student reported 
needs). The remaining schools indicate that they employ a specific 
^ollat amount to appropriately adjust their budgets. The following table 
(Table 8.6) i's an Examination of ' the dollar adjustments which schools 
make to allow for the 'support of one dependent. 



TABLE 8.6: 



PERCENT OF INSTITUTIONS EMPLOYING SPECIFIC BUDGET ADJUST- 
*. MENTS FOR STUDENTS WITH ONE DEPENDENT: ACADEMIC YEAR 
1978-79 



Adjustment 



Percent of Responses 



Individual Treatment * . 

Collage Scholarship Service 
Standard 



$ 0 • 
$ 1 - 499- 
$ •500 -. 699 
$ 700 - 849 
$850 - 999 
$.100^ - 1249 
Ov^$1250 



Institutions Reporting: 

^ : — ^ . 

Source: Institutional, |^ite Visit Survey. 
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It is obvious that' institutions are simply not adhering to any 

• • • • ' 

standard formula in determining t;he level of this adjustment. Although 

15 (10.4%) schools claim to be using the College Scholarship Service 

(ess) standard as .their guide, it is quite difficult to determine just 

what that standard is* In reviewing the CSS litferature on budget 

preparation, the nearest item which one can find to a suggested standard 

is the information provided on the "national median" budget totals for 

specified student types* This median is derived from the budget 

information which CSS -receive^ from its member institutions.— • For 

* • 
the past two years, CSS has dhosen to provide median budget totals for 

students with an unspecified number of dependents. Prior to this, CSS 

had broken this category down by the number; of dependents. Under' the 

present framework^ ^t is almost impossible for schools to decipher the 

dollar amount which should be^ allowed for a single dependent. There is 

no doubt that thi? pyac tice l^s helped perpetuate the varying approaches 

to this budget issue. * 

Those schools which utilize specified dollar amounts as their 
adjustment for the student's first dependent' provided q-uite a variety of 
figures. The range of adjustments stretched from a low of $235 all the 
way up to $2042. The median for these responses falls somewhere within,^ 
the $700-$849 category; $750 being the most fi^equently quoted figure (in 
22 cases). It is probably ^ot^ matter of coin^pidence that the standard 
Federal internal Revenue ^Service deduction for additional dependents was 
set at this sa^e $750 figure for the 1977 tax* year* (the year from which 
aid eligibility for the 1978-79 academic year would have^^been computed), 
This *is further evidejice of the lack of^ consistant guidance regarding 
budget ^calculations made at ^^Ie• institutional Level and the types of 
sources which *instij:utions must draw upot\. ^ • * 



12/ ' • * • 

— 'Note: CSS collects this data in order to prepare an annual guideS^o 

"Student Expenses at Pos tsecondarj^Institutions" and for use in its^ 

Need "^'Ana lysis Reports, had broken this category, down by the • number of 

dependents. Under«^the present fraipework, it is almost impossible for 

schools to decipher the dollar amount which sh6uld.be allowed for a 

• sirtgle dependent. There is no doubt thdt thispractice has helped 

perpel^uate the varying approaches to this budget issue. 

• • • 8.18 ■ 
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* Part-time Students 
« 

Another of the sub-groups which comprise the nontraditional student 
population are "part-time" students • Part'-time students are rapidly 
becoming the most 'significant minority, and, in many cases, the majority, 
of the student bodies at a growing number of institutions; The Federal 
government maintains no hard aty* f^^t definition for part-time status^. 
Each institution is virtually free to establish its own regulations 
regarding part-time status. Normally, schools establish a required 
number of credits per semester (e.g., 12 or 15) for students to qualify 
as full--time. Students who take' less than that requirement are 
considered to be part-time. The government has established a- cotirse load 
floor, below which it will not .recognize students as being eligible for 
aid — "half-time or more." At a school which requires 4 student to take 
a minimum of twelve credits to be considered full-time, a^ student would 

have to take six credits or more in order to be considered aid eligible. 

<» - . 

The majority of the institutions surveyed have accounted for the 
special circumstances of part--time students by adjusting their budgets to 
suit these students. As Table. 8,7 indicates, most of these financial aid 
officeCr)s (47.8%) pro-rate the standard budget an accordance with the 
course load being carried by the student, while an additional' 2(2.3 | 
percent only adjust the tuition porjtion of the budget in order to » reflect 
the costs actually incurred by the student. These are vastly differing 
approaches to this issue. Institutions which pro-rate f)art-time student 
budgets are, in a sense, equating the level of support which they should 
be required to provide the studeoit with the level of commitment which 
that student has been abl^ to make to his/her education. Schools ^^lich 
, allow part-time stiidetlts to be budgeted for the full cost of -their living 
expenses are not making such a distinction between ihembers^o't the student 
population. Over one-quarter of the institutions (26.7%) do not 
recognlfee p£^t-time students for financial assistance otheV thai? Basic 
Grants. Part-time students at these •schools wc^uld ^ till, however , be^ 
eligible for BEOG awards if th^y meet the h^lf^'tiine requirement* 



TABLE 8.7: PERCENT OF INSTITUTIONS WHICH MAKE BUDGET ADJUSTMENTS FOR 
PART-TIME STUDENTS: ACADEMIC YEAR 1978-79 



Percent af 

Type of Adjustment "S . Respondents 

-^N: J 

Pro-ra^e budget based Ton student 

cburseload \ . . 47,8 

Don't fund part-time stiiiJ'ents 26.*7 

On'ly adjust tuition portion of 

expense budget '* 22^3 

•Budget only for tuitiottVs& fees ^ . 1»9 

Ad just * budget ind ividually \. 1«3 



Source: Ins titutional . Site Visit Saifvey 



The treatment of part-time stude 




Institutions Reporting: \ 157 



ts has obviously caused considerable 



consternation among ^stitutions, Perhaps*^ there has fceen no established 
pattern of treatment for part-*time sourdents because there is no 
established type of part-time studen^. Those students wjfb are attending 
school part-tiflie due to -the necessicies of their family situation (e.g., 
working and/or singj.e parents) have different needs than those stjudents 
attending school part-time by their own choice and should be treated 
accordingly. ' . • 

Students With a Student Spouse 

One category 6f budget adjustment which concerns a limil:ed but 
. nevertheless' unique, number of students is the treadhent of students with 
k student spduse. Most financial aid offices have set up special 
I^rocedures to meet the needs of these students. ^ 



' r. ■ 18:1 
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TABli 8 •8: 



PERCENT OF INCTITUTIONS WHICH MAKE ADJUSTMENTS TO EXPENSE 
BUDGETS MADE FbR-^SlgDENTS WITH A STUDENT SPOUSE: ACADEMIC 
YEAR 1978-79 



Adjustment 



Percent of 
ReApondents 



Adjust according toj a set formula 
or by a specifi-e$y dollar amount 

Do not adjust 
« 

Adjust according to individual 
circumstance - ^ 

Follow CSS and/ or ACT standard 
Institutions Reporting: 



54.1 
29.7 

10.1 
6,1 



149 



Source: Instituti|onai, Site Visit Survey. 



Almost 30 percent of the institui^ns do riot make any special adjustment 
for thesjB students and treat them as they wourd other iparried students. 

The' remaining 70 fieroent acknowledge that these! students represent 

& * ' * * 

"special" cases and must be budgeted accordingly,. These financial ^aid 

officers base such a decision on the belief that if two students at the 

samjB campus are married, they comprise only one household. Therefore, 

their combined budget should total enough to support th&t single 

household. - Were both these students' budgets' computed as individnal, 

independent students the combined t^tA would exaeed the cost of sujj^ott 



for one married ^household.— ' 
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137 . . ... 

Using the figures for average- budget^s this point is 



illus^ 



a ted. At 



4-year public school the single independent budget averages $3953; 



doubled, this tojtais $7906; The married student budget is set' a^ 
$6004 a difference of $1902. ' , j 



8,21 



' . Among the institutions which employ fonuulass^to compute this ^ 
aajustment *are 38 schools which add tfh.e direct educational expenses of 

* the spouse on to the standard married ljudget. The rest of the formulas 
in us'^ include: subtractiTig $2500 from the married budget and packaging 
each S'txxd^^ individually; doubling the single s,tudeht budget; and, 
budgeting each spoUs'e ohe-half of the tot*al married budget. The 

* dollar amounts. used by the 24. institutions who indicated that they made 

*■•'*-■ 

such adjustments td the married student budget ranged, ff om, $500 to $1500 

* -i" * ♦ . . « * 

'^ith a mean of^$873. An addit io]aal ^nine institutions reported that they 
fallowed Che College Scholarship Service or American College Testing 
Program's prox:edures to guide them in these masters • It is, however, 
unclear whiJt practice thes^ institutions av^ employing. There is no 
mention at all of this ^-fuaj^ticular s*^dent circumstance" in either the Ai 
or CS& guides published for- financial aid officers.* 

■ pther Budget Adjustments 

There^are quite a few additional- expenses which students may incur 

^ which schools have indicated tfhey consider ^s'worthy of budget 
iP ^* . • * . ^ / 

adjustments. To' begin wi^tr7ratp|w:oximately half of the institutions 

D^spf^nding' (see Table* 8.9) report chat; they will add to the 'standard^ 



budget those cbsts related to the requirements of specific academic 
prograuig (e.g ^nursing, engineering,\naisic, art, etc.). The majority of 
the 77 schools which make these ad jus tmentsytlo so in accordance with the 
actual -co^s incurred by the student. Cie remaining 12 schools have 
established seT: ^dollar amounts which they^add on to the budget". ^ It is 
presumed tjiat these dollar amounts are based on information provided by 
) the academic departments concerned. The 76 institutions, whi^ do not 

make any adjustment for these direct educational costs,* expect the 
* student to stretch his/her budget in order to meet the fii^ancial demands 
^■^^ his/her academic program • * \, ^ . * 

Wilth regard to other eaucat ionally-related expenses . (e .g . , higher 

transportation costs) most institutions prefer ^ll^iew students^ 

/individually. As is evidf^nced in table 8.l(^, 81 schools chose this 
} . ■ . . ^ * * • . ■ * . , 

' appiryiKsh. Schools may choos^to *ad just the transportation portion of a 
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PERCENT QF INSTITUTIONS EMPLOYING SPECIFIC BUDGET 
ADJUSTl^NTS FOR ACADEMIC PROGRAM COSTS: ACADEMIC YEAR 
H78-79 . , . ♦ ■ 

X 



s 



't.yp.e of .^justment 



\ ■ 



Percent of 
Respondents 



Adjust a specif ied ^amount 

* Ad jyst according to d^^cumented'. 
individual circumstan^^ 

Do not .ad just ; ^ 

^ Institution's 'liepprtrrig: 




7.8 
42.5 
49.7 



153 



Sourde; •Ipistitutsional Site Visit Survey. 



(N student budget '^either .to provide for excessels in the costs o.f local 
commuta^iion to and from . stihopl and/or Sor the cost of trips to and from 
the student's home Cif that home- is outride the community where the 
school is located. The ia^tter^ category is especially applicable to 
out-o^-st^te students attending puVlic or private universities. ^ Most 
instltutidnsSwfiich make such ah adjustment allow for two round- trips home 
for these studerfts. • 



TABIDS 8.10! 



INSTITUTIONS WHICH EMPLOY SJtECIFIC BUDto ADJUSTMENTS FOR 
O^ER EDUCATIONALLY-RELATSI) EXPENSES (E.G., HIGHER 
TRANSPORTATION COSTS): ACADEMIC YEAR 1978-J9< 



Type of Adjustment 



Percent of 
Respondents 



Adjust* according to documented 
individual circumstance. 

Adjust by a s^cific 

transportation allowanrce 

Do not adjust 
Institutions Reporting: 



52.9 



10.5 



36.6 ^• 



153 



Source: Institutional Site Visit Survey. 
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There ate, a potentially inexh?austibl© number of remaining reasons wh 
schools could cl>oose to adjust student^ budge ts . A total of 69 insti- 
tutions have specifically designed adjustments which cover those students 
attendijig summer .school v Since these- students will be attending school 
for twelve, rather than the traditional nine, months per year these 
schools feel .that they deserve some special consideration. . Some schools 
merely eliminate the requirement that students produce earnings over the 
summer vacation; others add the costs ^^f summer school tuition, and fees; 
^rile still others exC^nd the nipe month budget by an additional 33 
percent or .design a limited three month ljudget'for the summer. 

^Twenty-eight institutions have developed specific practices for 
ad'justing^he budgets o-f handicapped students, .The majority of these' 
institutions will allow for the medical or transportation-relateci costs 
associaeed with the particular handicap. A^fe'w of these schools 
indicate^isv^hat they actually adjust the budget downward due 'to -the amount 
of public 'as^stan'ce which handicapped persons may be able, to receive. 
This is a curious practice since such* aid would, conceivably, have been 
claimed as non^taxable income on the financial aid application completed 
by the student and thus computed ms part of the expected family 
contribution. • ^• 

An additional 22 schools said that they were willing, to consider 
adjustments to the budget for any number of teasons.if the student could 
provide proper documentation of his or her need for such an adjustment. 
While at the other end of the spectrum 43 schools not consider any 

adjustments, to the budget for those students whose circumstances do nt^t 
meet the aid office(r)'s established standard budget and adjustments* 

SUMMARY * ■ ' " 

This examination of inst i^u4"iapal practices regarding the preparation 
student budgets has revealed a great deal of variance. Such variance is 
evident in the standard budgets which schools develop as well as in the 
manner in which adjustments to these budgets are made. The limited scope 
of this study makes it impossible, at this time, to pinpoint the exact 
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causes of the variations which have been noted. Certainly, there is some 
lack^f guidance on^fetie fine details of budgeting practices. 
Additionally, there 'are a number of rfeasons which prourpt institutions to 
assign eAphasis to local ma^^kef: , considerations and adhere to* such 
p^riorities rather, than nationally detived standards, Althou^ i,t is easy^ 
to speculate that Jthese two factors weigh heavily on the variance in 
bujigets and budgeting practices, the degree to which they affect the 
'delivery of financial aid to students is not quite so clear. 
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TABLE S.Asi DOLUCR VALUES FOR VARIOUS STUDENT BUDGETS, BY INSTITUTIONAL LEVEL 
. \ AND CONTROL AND STUDENT TYPE: ACADEMIC YEAR 1978-79 V - " 



Stvdent Type 



Basic^ 
Single 
Dependent 

OffKIampus . On-Cainpus Independent 



\ 



V 



. Public- - 

, Tuitioni/ " j * 

Room/Bo^rd 
Iran s por t a t i on 
Other " • ' 

total Budget • ' 

* . Institutions Reporting 

4-:Year -Private 

jTuition 
|loom/Boar,d , ^ 
•. Traiisportation 
Other 

Total ^udget 
^ Inltitutiohs Re^pprting 



• 2~Year Public 

.TuitionA/' . 1 
kobm/Bdard 
Transportation.'^ 
Other 
^ fofal Budget 

Institutions 'Reportiiig 



^09 
902 
272 
672 
2,454 



m9 

1,490 
154 
765 



609 
1,810 

343 
1,146' 



Marr led • 



609 
3,308 
v397 
2,019 
5,004 



49 


- 24 


29 


29 


*^ 2,398 ; 
. 815 
" 181. 
. . 585 
3,979 , 


2,398 
. 1,423 
. "■■ 1S6 
718. . 
4,^619 


f 

2,398 
. 1,693 

lo'i 

1,443 
5,998 


\ 2,398, 
2 , 940 
306 
2,055* 
7,600 


■■ . ■ 51 f 




■ 23 


,2,4- 


29i , 
754 
347 . 
6^1, 
2,012 


291 
.1,453 . 

500- 
740 
3^224 


, 291 
"2,116 
' '.462 
920 " 
3,866 


291 
3,172 

478 
1,520 
5.434 


k , .. - 
31 




16 


.16 



2-Y6ar' Priva'te 

Tuition , 
Room/ Boar d^^- 



Transportation • ♦ 
Other ^ ^ . 
Total "Budget *- v 

Institu'tions Reporting . 



l,8Zf3 
.1,154 
274 
484 
-3,755 



10 



L, 843; • 
1,541 
.,100 
5-26 , 

4,- 315' ..■ 



V 1/ 



1,843 
1,208 
' 221 
• 989 
■ ■ 4,205 



■ 1,843 
1,911 
358> 
2,405 

« 5,973 



i.' Nonresident tuition averages $1 ,823 (£(S xBases-) for 4-:year public schools 
and $990 for 2-ye^)?-'~pu4i^c -schools . '■ 

' • ■ ■ ■ • ■ - . ' 
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TABLE 8. A: 



DOLLAR VALUES FOR VARIOUS STTJDENT BUDGETS, BY INSTITUTIONAL LEVEL 
AND CONTROL AND STUDENT TYPE; ACADEMIC YEAR 1978-79 (Continued) 



Student Type 



Basic, 
Single 

^ Dependent ^ ' . 

Offr-Carapus On-Campus Independent Married 



Proprietary 



Tuition 


1,592 


1,592 


1 


,5^2 


1, 


592 


Roosj/Board 


702 


1,656 


1 


,812 


3, 


916 


Transportation 


266 


163 




2>1 




391 


Other 


726 ' 


674 


1 


,120 


1, 


626 


Total Budget 


3,252^ 


4,702 


5 


.035 




619 


Institutions Reporting " 


28 


6 


» 


12 




11 



Source: Institutional Site Visit Survey. 



r 



A. '2 



193 



PACKAGING: COMBINING AID RESOURCES FOR THE STUDENT " 

INTRODUCTION ' • , 

Sinc^ no one finandial aid program al\>ne i% designed to meet the 
total need of any particular student, eligible. students are moat ofXen 
awarded a mix of various finaiwial aid-«ource8. The amounts; and. types of 
aid "pacijaged" depend. upon the funds Available', the Requirements- of 
XRarious funding sources, and th^ need of - tl^e student. 

Perhaps the most yaportant' concept of packaging is that it is an 
"exercise in philosophy and goal definition." Institutions must 
establish and maintain a thoroughly «onsidere<^;^^cfcA|ing philo^pphy that 
is in keeping with institutional goals. * This philosophy must also 
reflect; student needs and be designed in accordance with Federal 
regulations. By doing so,' schools are better able tb equitably \ 
distribute financial' aid to students. 

The Issues and Components of an Aid Package 

Numerous aid sources are used in the process of packaging. Presented 
below are some of the more conmonly used grant and self-help sources used 
in packaging. 

Grants: Basic Educational Opportunity Grant (BEOG), Supplemental 
EdiKrational Opportunity Grant (SEOG), State Entitlement, 
Institutional Grants, Pifivate Scholarships. 
• * Self-Help i National Direct Student Loan (NDSL),' College Work-Study 
(cvis)t Guaranteed^ Student Loan (GSL), Federally Insured Student Loan 
(FISL), Summer Saving^, Apademic Year Earnings, Institutional or 
Private Loan Funds, Campua Employment (other than CWS). 
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In addition to the four Federal financial aid* programs (see Appendix 
B); aid officers administ^ funds from state, institutional, and private 
s(ources. Some of the .state programs (e*g,, State Student Incentive 
Programs) consist <5f matching Federal and- state funds. State aid is 
restricted to -state residents and is often confined to use at public 
institutions within the state* Relatively few state grants and/or loans 
can be used at out-of-state schools, although exceptions^do exist* A few 
states support student expenses at any accredited school (New York, for 
example), and a limited number of state-to-state reciprocity agrieements ^ 
exist. Most postsecondary institutions' have aid programs of their ow^. 
Sources of funds include allocations from the school's annual operating 
budget, private, personal, and corporate gifts, and earnings and 
principal from endowment funds. It is common for separate institutional 
funds to.be reserved for specific types of students, such as academic 
achievers, athlete's, or those majoring in specific subjects. 

The role of the financial aid office in administering institutional 
aid varies widely. Some institutions channel all aid through the aid 
office. In other cases only need-based institrutional aid is administered 
by the aid office. Other private institutional aid may be administered 
by a scholarship faculty committee. , ' » * 

Private grants are awards given directly 'Co' a particular student or 

. • " y 

. gr'oup of students (often upon graduation from high school)^ Sources 
include corporations, civic associations, nonprofit organizations, and 
private ^individuals • Inst^itutions miay not have control over* the size and 
\orm of these grants, but aid offices still need to be aware of each such 
award in order to havt ^ knowledge of all of the student's financial 
resources. * ^ 

Measuring Equity 

In an attempt to proviBe institutions with some external guidance as 
they attempted to develop packaging str^egie^ compatible with the 
increasing number of sources of student financial assistance, the Keppel 
Task Force, in 1976, , introduced a model for "equity packaging." 
According to the task force .report^ equity packaging is -based on the 
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objective of ''using student; aid to increase access, choice and 
retention".!./^ The ta:sk force igoes on to identify two premises which 
stem from thea^ objectives: J 

1) that students with lesser resources from parents and other 
sources not requiring employment or borrowing have a greater 
claim on scholarships and grants than do those who alrea<fy have 
those resources available to them.... (K^ppel^ p. 72.) 

2) that scholarships and grants should be distributed in such a way 
as to equalize opportunity rather than to perpetuate existing 
inequities caused by birth or inequitable access to other 
resources.^/ 

In order to meet these goals , equity packaging attempts to give all ^ 
students a so-called "equal running start" by awarding enough gift aid 
(in combination with family contribution, Basic Grant, or other 
entitlement funds) to bring^all students up to a predetermined percentage 
of the student's budget. Self-help or other resources are then used to* 
cover remaining need. 

Exhibit 9.1 may help to illustraEe the underlying principles of the 

equity schaae* Note that in Example A, ^gift aid is awarded as a fixed 

percentage of' need . In Example B, gift aid is awarded up to a fixed 

dollar amount so that students receive a similar amount or proportion of 

self-help assistance • Exhibit 9.1 presents a rather simplified picture 
of aid packaging and, 'in both exataples, as^imies that the institutio'n will 

be able to meet, the full cost of a student's education. However, in 
practice, 'few schools are able to do this for every student. 

The gap between the student's gross financial need and the size of 
the aid package is known as "unpackaged need." From the student's 
perspective, unpackaged need represents the amount of additional money 
which the student will need in order to attend school. Remember, too, 
that the unpackaged need figure is over and above the amount of 
calculated contribution to which the student and/or his/her family have 
already conmitted themselves to provide. 



A^Francis, Keppel, National Task Force on Student Aid Problems. Final 
Report y., (Brookdale; California: The Task Force,' 1975), ?• 72. 

l^Ibid., p. *72. ^ " ' 
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EXHISIT 9.1: Hf 


^POTHETICAL PACKAGING RULES 


< 
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Example A: ' Nonreturnable aid . is packaged as a fixed percentage of 
souaent nee^. The self-help burden is equalized as a 
• pOTcentage of need* ^ 



NEED $4,000 
3,200 



FULL COST 
sap HELP =20% of Nr" 



Example B: 




fixed level of nonreturnable aijd ia packaged. The 
^elf-help burden is "equalized among all recipients. 



NEED $4,000 

A" 

3,000 




The amount of unpackaged need and its proportion, relative to the 
total cost of attendance, can vary greatly from one institution to 
another. It will be a function of the aame factors that affect the totjtl 
• aid package: the availability of funds^, demography of the student 
population, the school's packaging priorities, and level of the student 
• budgets. The level of unpackaged need may vary within a single* 

institutiQn because of variations in the treatment of the aid packsrges 
for different student types • For example, schools may choose to package 
the full need of dependent students while agreeing to meet only a portion 
of the need^^f independent students* Or, an institutioi) may establish a 
dolla^ ceiling above which it will cease to package aid*. ^ The result of 
such a practice is to exclude students with higher than average budget 
totals from -the possibility that their full need will be met. 

The level of unpackaged need which an institution is willing to 
tolerate can be a deciding fac&or in choosing a packaging philosophy* 
The pair af exhibits on the follWing pages illustrates the "dis trib^ition 
of unpackaged need uijrf€rE^(g\basicL sets of packaging guidelines. Exhibit 
9,2 shows the effect^ of a system. w^re aid is packaged up to a fixed 
dollar amount of net financial ne&d (va this case $2,500). The fe»ffect is 
^ to concentrate the total unpapkaged need among students ^th the greatest 

amount of net need. Obviously, those students whose net iieed falls below 
or is equal to $2,500> either due to their being assigned a lower budget 
or higher total family contribution, would not have to cope with the 
.problem of unpackaged need. ^ 

In Ekhibit 9.3, the institution has chosen to award financial 
assistance 6p to 75 percent of student net need. Thus, a student whose 
net need is $4,000 would receive "$3,000 in aid and be left* with dn 



unpacka|ed gap of $1,000, A student whose need equals $1,000 would 
receivfe an aid package totalling $750 and be left with only $250 
remaining, effect of this packaging practice is to spread the amount 

of unpack.aged need among all students, while attempting to prevent any 
student from be'ing burdened with an excessive amount of unpackaged need. 



l9s 



ERIC 



EXHIBIT 9.2: EXAMPLES OF UNPACKAGED NEED* - AID IS PACKAGED UP TO A FIXED 
'■ . DOLLAR AMOUNT 



$5,500 
5,000 
4,500 
4,000 
^ 3,500 
I 3,000 
S 2,500 
2,000 
1,500 
1,000 
500 
0 



rrTTTTTTm 



STUDENT 
A _ 



STUDENT 
B 



STUDENT 
C 



STlTDtNT 
D 





*The dollar amount of the aid package represent the student's gross 
financial need ni^us all entitlements. 

Unmet Needs = X/ /\ 

Package = WMM 
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TxHIB^TT^^AMPUS OF UNPACKAGED .NEED* 
PERCENTAGE OF NEED (75%) 



AID IS PACKAGED UP TO A FIXED 



$6,000 
5,500 

♦ 5,000 
'4,500 
4,000 

I 3,500 

^ 3,000' 
o 

y 2,500 
2,000 
1,500 
1.000 
500 1 
0 





STUDENT 






STUDENT 
X 



STUDENT 
Y 




STUDENT 
Z 



*The dollar amount of the aid package represent the student's gross 
financial need minus all entitlements. 



Unmet Needs = 
Package .= 
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Unpackage^U-««^ also provide an interesting basis foij comparison 
between institutional packagihg concepts. By assigning a level of 
unpackaged need, ^an institution forces a student to take additiopal steps 
to meet the fuil cost of his/her education. For some students the most 
feasible way t^ make up this unpackaged need gap is to secure a 
Guaranteed Student Loan (ot the applicable Federally insured or state 
guaranteed loan). Other students may choose^ to take on more outside work 
(either during Che summer or academic year), increas^e the level of their < 
family's contribution, or^endure a lower standard of living. 

Centralization of i^ackaging Approaches 

As with other institutional practices, the issue of centralization is 
applicable to packaging. USOE has devoted much thought to the idea of 
requiring institution^ to conform: to specific packaging typologies. One 
proposal, for exaiSple, would offer institutions two, three ,^ or four 
models upon which to. base student aid ^Joakages. In effect,- this would 
involve a conscious decision on USOE's part to identify packaging 
frameworks within which schools would wdrk; something USOE is currently 
reluctant to do% If such a decision was made by USOE, it would reflect 
an attempt to" balance tlie mandate for equitable treatment of aid 
recipients with the sovereignty of institutional decision making. 

In a sense, some aapects of packaging have already been centralized. 
.Part of the Need Analysis Report (NAR) which ACT and CSS forward to 
institutions deals with the basic self-help portions of the aid package. 
The NAR assigns a student a certain dollar amount from summer sayings as 
well as a portion of his/her academic year earnings that is to be placed 
towards meeting educational costs* By allowing CSS or ACT to make these 
decisions for them, many institutions have acknowledged that the 
standardization of this aspect of the packaging ^process is not a threat 
to their local autonomy. ^ 

General Approach to Packaging - ' 

Because of the sometimes complex nature of student financial 
assistance — with its array of aid sources, budgets, and student types-- it 
is not surprising to find* that institutioin<| of ten differ in their 
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approaches to packaging. FrcTm an examination o£ the data collected, nine 
basic packaginjg typologies were identified. . Mthough different in t^eir 
Jtreatment of nonreturnable and self-help sources, each method makes use 
of family contribution as the first step in meeting Che needs of 
student • An explanation of each typology is presented below. 

* !• Nonreturnable Aid/Self-Help ^atio : Institutions using this 
packaging method strive to equalize the ratio of grants to 
* self-help support fp3r--«4;l students. ^ , ^ - . 

II. Fixed Grant : Sonya institutions include a fixed level'of 

nonretufnable (arant) aid in the package of yeach recipient* 
Once the fixed y&nount of grant aid is awarded, self-help is used 
to\fulfill an^^unpackaged need. In some instances, the fixed 
grant amount /s large enough so that no self-help is needed. 

III. . Fixed Self-Hql^p ^ount ; Another packaging philosophy is to 
award each retrp^ent a fixed level o'f self-help.. With this 
method, loans and work-study monies are packaged first, ^ followed 
by nonreturnable aid. ^ ' 

'IV. Fixed Work Amount : Some institutions require recipients to V • 

assume some type of work-study or campus employment respon- 
sibility as part of their aid package. Variable grant amounts 
are also included in each package. If necessary, loans may also ^ ^ 

be used to cover any remaining need. ^ * • 



V. Fixed Loan Amount : Although not as common a practice, some 
institutions require students to assume a fixed loan 
responsibility. As with the "Fixed-Work'^ method, recipients 
here are given a grant award. Work is then packaged, if 
necessary. 




VI. Floating G^ ? y;^t Amount : A common approach in pacK^ging is to 



direct at l^sSft some grant money to all recipients withdut 
establishing either a minimum or maximinn amount. The major 
distinction between this approach and those introduced 
previously is that it is less restrictive. Aid officers are 
free to adjust the grant amount and then go on,* if necessary, to 
award an appropriate amount of self-help. 

Vtl."* Grant Amount Floats — Or is Zero : Some institutions that vary 
the amount of nonreturnable aid from student 'to student (as is 
the case in the preceding typology) may also refrain from 
awarding any grant monies -at all. When no grant monies are 
packaged, need is met solely throurgh self-help means. 

^VIII. Based on Scholastic Ability : A small number of institutions 
base their aid packaging on the basis of a student's academic 
per f oxnnance . For example, high ability students may b.e given 
^ preference toward receiving grant or scho larship monies* while 

students showing less ability may be packaged primarily with 
-^self-help. ' This is in direct violation of the intended uses for 
^ Campus Based funds. 
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IX. No Established RuIes/Case-by-Case Treatment : Some institution;^^ 
report that they lack established rules for aid packaging. FoV 
• these school^ all students are treated on a case'-bjr^case, 

basis . • - • 

RESULTS; , ' ' *. " -. 

Overall Institutional Practices . * ^ ^ ^ 

'As mentioned in the previous section. all^thJi institutions conformed 
to one of nine basic packaging ty^ologi^s. Jab le* 9.1 lists these 
typologies along with the percentage of ins tituJ/ioK^s that use each type. 
The table al*so contains th^ percentage o»£ studentSf^Cas calculated from 
the combined enrollment totals of all surveyed institutions) that are 
affected by each packaging method* 

From this table it is obser^d that t|;^e largest g^roup of schools 

conform to the packaging philosophy b^teed on a *'Nonretumable ^ 

Aid/Self 'Selpf Ratio." As this method is used by more institutions than , 

any odher (29.9%), it affects *an even greater proportion df student^s. ^ - 

The enrollment totals of the -49 institutions using thi^ packaging typA - *^ 

represent nearly 40 percent of the total number of students attencTIng the 

* schools surveyed. This is due to the fact that "Nonreturnable Aid/Self- 

^^elp Ratio" packaging is most dommonly used at 4-year public institu^ong 

(see Table -9.2) wherg^ the average enrollment is substantially higher than 

that of any other institutional^ type (see Tabl4 5.1). ^ 

u 

Ancfther observation worth noting is that only one school (0.62) < 
employs the "Fixed Loan" typology of packaging. This institution was a 
2-year private college. Such a packaging approach may be necessary to v 
' meet the needs of an e^xcessively large nimxber of students or to cope -with 
limitations on aid^ resources* It is also possible that very few* students 
at that school receive aid, or that typical unpackaged need is not great 
enough to create much of a burden. 

To conveniently summarise the degree to which\«gch packaging method 

was used, a rank-ordering of the mo^ to least commonly used typology is 

, ^ .... 
presented below. This ranking is based on the proportion of institutions 

using each t^ology. ' 
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TABJ.E 9.i*t ^ ESTIMATED P'ERCENTAGE OF INSTITUTIONS USING DIFFERENT PACKAGltiG TYPOLOr.T,ES ''AND. PERCENTAGE OF STJIDENT^. • 

ACADEMIC YEAR 1978-791/ ' ' . ^ ' ' . J ' V ' "^V* ' 



PACKAGL'B ^ITO EACy: 



V 



/ ■ • — ^ — : ^ 

Baaic Packaging Ty.polo2i,ea Uaed by Inititu|ip^ia 



Konraturn* 
aUe Jlid/ 
Self-tlelp 
Ratio 



^ ■ ' Fixed Work Fixed Loan ' ' 

, ' • AstaX Loan Ant.xJVork 

Fixed Gra'ntv Fixed Self- ' Vary tft Hay V^riei or 

Amu.: Self- 1)el|> A^t .^2 Be Zero; ^ May He Zero; Floating* 

help Varii^ .Grant* Vary Grants Vary Grants Vary Grant 



'* ' • ' TOTALS 

* Pac ka ^ No^ tab- » 

Grant A«t • Baae^.c^. Ualied RuJ::es ; 



or Kay Be - or M«y Be But are Hot " But are Mot ^A»t. (All , Floai:a , Schpla'atic Caa^ by-Caae . 
Zero Zero Zero .Zero get Sqpie) of ia Z£ro' l|billty t ¥reatiaent^ ' 



PWrqk^ijtage of 
fnatitntiona U^at 
Utilise Bach T yp ology 

"^PercentJig^ of Stinenta 
Effectf^d >y Each 
Typolo^ 

In^titutiona j^ ^jioi'ting 



29.9 
39.9 



•3.1 



1.9 



8.0 ^ 2. A 0.6 



11.^ 



5.2 



25.6 



18.4 



9. I 



4r9 



S^rce:* Institutional Site Viai t '^Survey » 
.! ^PorrtMitf/igfj* .11 f rtjw porcentagea . 



* 4 • 



1 ^ 



45 



23 



1*2 



0.3 • 



13,8 



100.0 



100.0 



25 • 164 
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TABLl 9.2:. ESTIMATED PERCENTAGE OF PACKAGING TYPOLOGIES USED BY VARIOUS INSTITUTIONAL «TYPES : ACADEMIC YEAR 1978-79]/ 



N5 



Infl'li tuti oi)«t '1*yp^ 



A-Y^«r Public 

'/♦-Yeiir Private 

•2-Yff«r Public 

;?-Year Private 

^Propr i et ary 
« 

Ina t i tut liana Reporting 



''Basic Packaging Typologi^a Uaed by Inatitutiona 



' Fixed *Grant 
Nonreturn' Aait.s Self- 
able Aid/ ^ help Varies 
SelMelp or Hay Be 
Ratio Zero 





Fixed Work Fixed Loan ^ 

Aiit*: Loan Aait.: Work 

Fixed Self- Vary or May. Varies or^ 

help Aiat, : Be Zeroy ^ May Be Zero; 

Cranta Vary Graota Vary Graata Vary 

or May Be But arc Mot Btat are Not 
Zero Zero Zero 



Floating 
Gtant 
A«t. (All 
get Scne) 



33.8 
19.6 

33.2 



7.2 

0.0 
0.0 

c/.o 



10.0 
15.3 
3.3 
0.0 
0.0 



2.2 . 
0.7 
6-7 
O.O 



j).0 



O.O 
0.0 
O.O 
11.9 
0.0 



25.0 
20.7 
16.7 
23.1 
43.3 



49. 



13 



I 



42 



Sourcef ln4.t i tut ional Site Visit Survey* 

-''percentages ire i ead froi« left to riftht. 



Grant ^hmt . 
Floats 



Package 
Based on 
Scholastic 



No Estab- 
lifllied Rulea; 
Caae. byCa^c 



TOTALS 



i • Zero 


Ability 


Treat aient 




5.3 


0.0 


8.9 


100.0 


10. 1 


5.1 


11.9 


100.0 


34.2 


0.0 


' 19.5 


lOOCO 


31.8 ; 


0.0 


0.0 


100.0 




0.0 


34.0 


100.0 


23 


2 
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Most CoiaBpni/ 



Least Connioa: 



Packaging Typolo^ 

Nonretuxmable Aid/Self-Halp llatio 
Floating Grant Amount 

No Established Rules/Case-byH^ase Treatment 

Grant Amount Floats/Or is Zer:o 
jf Fixed Self-Help Amount 
, Fixed Grant 

Fixed Work Amount 

Based on 'Scholastic Ability 

Fixed Loan Apioun^t . 



Tablev9«2 present's^ the estimated percentage of packaging ty^jologies 
used by each institutional type. As* mentionedi»previously,. 4-year public 
institutions are moa.t'apt to utilize the "Nonretumable Aid/Self-^Help 
Ratio" packaging method. From the figures contained in this table^ it is 
also apparent that 4-year and 2'-year private institutions fall into this 
group. More 2-year public schools .use the "Grant Floats/Or is Zero"' 
scheme while the greatest percentage of proprietary institutiohs favor 
the "Floating Grant Amount" typology. 

It is interesting to note that the "Fixed Grant" method was used only 
aft 4-year institutions. Since^ student ''S enrollment period at these 
schools is naturally^^longer than at 2-yeai: colleges or prbprietary 
schools^ 4-year ins titutioni may. package a f'ixdd grant* a^ard in order to 

.tower the degree to which some students^ may be overburdened witti .four • 
years of* loans and/or work* responsibilities. Also noteworthy in^Table 
9.2' is the fact th^t ov^r one-third of 'the proprietary schools^do not 
have' an established packaging practice. This may be a result of the fact 
that a lower percentage of these institutions participate in tlie Campus 
Based programs (see Table 6.1)| and therefore do not possess the 
discretionary funds which would necessitate an established packaging 

' policy. \ 

Sequence of Aid Awards 

Frequently, the sequence in which aid is packaged will differ from 
one institution to another. Financial aid officers at one school may, 
for example^ package grants first while officials at another institution 
begin packaging with self-help. The sequential prder which is chosen may 
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be ^^lated to the nature and sise^ of the aid sources as well as the 
packaging philosophies adopted by the^ institution. Various ^schools >jfl^y 
package according to iden^tical principles and achieve similar outcomes. ^ 
while sequencing awards in what appears to be opposing methods. One 
particular institution reported that it reordered its sequencing 
priorities upon its shift from a manua^l to computer packaging system - • 
without affecting the end result. 

i . , * 

I|lsti^utions were asked several questions regarding the sequence used 

in awarding grants and self-help iid. When asked to note the practice^ * 

used in awarding limited grant and scholarship monies, 82 percent bf the 

institutions stated that the most needy students were given*^ priority over 

all others. Of the refining institutions, $ (5%) favored students with 

academic ability, while another 11 schools mentioned that preference was 

given" to those who applied earliest for aid. A few schools mentioned 

other considerations, including preference in awarding grants to 

^freshmen, or consideration of a student's extracurricular activities. 

Nine schools were t)reated as ir^applicable because they said that ttiey 

either had enough gift aid' to liieet all jaeeds or that they had no gift aid 

at all* \ " . * . 

When ^aid officers were asked to ^specify the types of>^tudeiits for, 
which nonretumable aid becomes the initial packaging^ consideration, ^\ 
percent of tjtie institutions noted that^ such aid was packaged first for ^ 
all its students; 31 percent stated that their neediest students were . 
the first to receive nbnreturnahle funds. Fifteen schools (10%) reported, 
that packaging beglan with grant aid for the earliest applicants. (Th^s y 
could be the only practical approach if a^ school had a very limitefd 
amount. of nonreturnabl* aid to disburse.) Nine schools li*nked^gift aid 
to academic performance. Preferences for athletes, ^dependent students 
with VA bene fit3\ dormitory students, independent students, minorities, 
or returning students were also mentioned by a few institutions. Twenty 
schools reported that they never begin packaging with gift aid. 

Institutions were also asked to note the type of students who were 
packaged with self-help first. Nearly half (47%) stated that s^elf-help 



was the first consideration for less ne^dy students* Twenty-nine schools 
(20Z) start all ^packaging with self'-help* Presumably^ these include the 
20 institutions* cited in the last sentence of the preceding paragraph. 
Other institution^ package self-help first for the following student 
types: late applicants (10 case^); those considered most needy (7 
dases); independent students (3 cases); dependent studenQ,^ (3 cases); and 
those explicitly ^requesting self-help Ofcases), Fourteen schools (9%) 
report that no students are packaged with self-help first.* Once again it 
shpuld be notecl^hat the sequencing of aid awards may not have a 
significant impact on the outcomes of a school's packaging process. 

• Use of Computerized Packaging Systems 

* • . ■ 1 ' • ■ ' * ' 

' Of all the institutions surveyed, only 13 (7%) reported that' they 
Utilize a .computerized system for ^packaging aid. Twelve of these schools 
are pujblicly controllofi yith enrollments in excess of 3,000 
undergraduates. The remaining-' institution is a small, private, liberal 
varts college. These results *t;end to demonstrate that i computerized 
packa^S^i^ systems are used most of^dn at larger schools. The vast 
majority of 'schools continue to employ manual packaging 'techijiques. • 

"* ■ T . • 

• Sp^cifiQ Packaging Practices . ^ • 

'^IncIuded in this survey were a number of detailed ^inquiries into 
spetific areas" 5 f financial aid packaging.. These were: treatment of 
independent s.tudents; treflatment of sXamner'^ earnings; treatment of private^ 
(noninstitutional) 'aid; student choice between loans and^work; and tl?e 
r^ee of guaranteed student 169inrS« A discussion of ea^ o 



ijse of guaranteed student 16^n^. 
presented below. 



f these areas is 



Treatment of Independent Students u The greatest degree of 
consistency ambng the schools for- any aspect of packaging is in the 
treatment or^ independent students. In ^the assessment of need, 94 
percent of the schools treat independents like^ dependents except that 
the student's own income is substituted for that of his/her parents. 
Of /the remaining institutions, 4 percent calculate the need of 
independents on a case-by-case basis while 2 percent use parental 
income figures to determine need. 
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At 92 percent of the schools surveyed, nonreturnable aid was* * 
packaged for independent students in the same manner as for dependent 
students. Four percent .of the schools packaged independents on a ^ 
case^by-case basis, while another four percent distributed a fixed 
portion of nonreturnable aid to all eligible independents. 

Treatment of Simnner Earnings ; Through the use of a mandatory 
contribution from summer earnings,' many institutions have established 
a minimum self-help requir^ent* for its students. Institutions 
generally adjust the size oa this contribution in relation to the 
reciipient' s year in school (e.g., freshmen contribute $500 from 
summer savings; sophomores, $600; juniors and seniors^, $700). 
Eighty-seven schools (59Z) noted that they follow this procedure w*hen 
asked how summer earnings wer^ treated. Of those remaining, 26 
schools (18%) .required that a fixed dollar amount of summer earnings 
be used as part of the self-he^p base (see Preface, Section IV)/ 
This fixed amount ranged from under $l00 to over $700, with $500 
being the mode. Fourteen other schools required students to apply 
the full amount of their summer earnings towards the sel,f-help base. 
This' practice is most frequently founfi at 4-year private institutions 
and most likely requires, the financial aid managers to 'perform* some 
type of income verification on summer earnings. ^ Nine oth^r 
institutions adjusted summer contributions according to one of the 
fojLlowing: expected parental contribution, expected parental income, 
student's area of residence, student marital' status, or dei>endency ^ 
status. Eight schools did not tdilbe account of summer earnings at 
all* Of these, seven are either proprietary schools or 2*year pu'blic 
institutions which, if vocational in their orientation, could 
sensibly adopt this policy. The other school not considering sunwsier 
earnings is a 4-year public college. 

The Treatment of Private (Noninstitutional) Aid ; Private, 
noninstitutiorfil aid generally refers to financial assistance offered 
by civic groups, corpora'tions , unions, or philanthropic foundations. 
It can include academic scholarships and categorical scholarships 
(e.g., those for music sttidents, athletes, etc.). Loans and wotk can 
also fall under the category of private aid, although these cases are 
few. When as^ed how nonreturnable, private ''aid was treated in 
packaging, ,59 schools (40%) reported that such aid was used to offset 
self-help (work/loans). Thirty-three institutions (23%) said that a 
portion of this aid was used to reduce the loan/work burden, and the 
remainder placed toward reducing the Ij^ivel of nonreturnable aid. 
Another 33 schools (23%) used the.'entire award to reduce the 
student's level of nonire tamable aid. Fourteen (9%) of the schools 
treated private aid as part of the. total resources a student brings 
with liim/her to the institution. Of those remaining*, six <9%) 
reported that treatment was decided on a case-by-case basis One 
school linked this method with class standing and reported t^at 
private aid offsets self-help for first-time applicants, but offsets 
grants thereafter . 
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Choosing Between Lba^is and Work : ' One |]iundre4 schools (64if) reported 
that all -students may choose between loans and work-in fulfilling 
this -self-help portion of their aid package. Thirty-six schools 
(232) do not give students this choice. The remainder said that 
^'some" students would have the choice, while presumably others would 
not. The distinction is likely to r^st on ve^^y practical 
considerations or the academic rules of the institution. For 
example, seven sphodls noted that low grades may disalJLow use of 
^(Lther work or loans. Four, noted that some academic departments may 
prohibit work for their students oh the ground that their curricula 
are too demanding. Four other scnools said that limits oti funds may 
• deny students the choice between/loans and work. Two institutions 
reported that the issue of cho^a was decided on a case-by^case basis 
while two others do not allow freshmen to take out loans • Another 
said students are not given the choice "if it would raise 
administrative problems." ^ • 

Using Guaranteed Student Loans ! Slightly more than 80 percent of the 
institutions surveyed reported that they may counsel against the use 
o£ Guaranteed Student Lo^ils* Of these,, more than half said they 
offer such advice "infi»6quently" while the rest give it "often", 
^ Each institution that counseled against the use of these loans was 
asked to note the reason(s) why they chose to do so. The most commori 
explanation given was that it is possible to meet a student's need^ 
with other aid sources. Other reasons for such counsel include; the 
desire to minimize Ipan burdens (cited by more than a quarter of 
a|>plicable cases); the expectations that a student's potential 
earnings may be too low to justify the loan (cited by about 16 
^ percent of the cases); ^and the lack of eligibility for loans 
' . ^ (mentioned by about IS p'ercent of the institutions^) * 

Relationship Between Selected Packaging Practices and Basic 
' P^cfc^ig^ng Typologies ^ ^ * 

Table 9*3 provides a distribution of the estimated percentages of 
•institutions using specific packaging under the nine basic packaging 
typologies. One interesting observation here deals with the practice of 
packaging gift aid first fot the most needy students when the supply of 
these funds ^is limited. Of all the institutions that agree with this 
statement, the largest group (30.8%) also noted that they package all 
students with some grant monies. These institutions must apparently 
package in a manner that allows all students t;o receive some grant aid, 
regardless of the extent to which" the demand exceeds the supply of these 
funds . 
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TABLE y.i: ESTIMATED PERCENTAGE OF BA:'ir PACKAHING T^TOT.OriRS USED BY SELECTIVE PACKAfJlNc: 
ACADEMIC YEAR 1978-792/ 



PI<^CTICES 



filiate Packjging Typologiei Ui<^d hy Inatitutiona 



Selective 
Packaging 
Practices 



H«>nreturn'' 
able Aid/ 
SelfHIelp 
Ratio 



Fixed Work Fixed Loan 

Ant Loan Amt^t Work 

Fixed Grint Fixtfd Self- Vtry or May* Variev or 

A«t%:.Self- help Ajat.J Be 2ero| Hay Be Zero; Floating 

l^ll^^riey Grants Vary Granta Vary Granta Vary Grant 

or May Be or Hay Be But are not But are Not^ Awt • (All 
Zero' ^ro Zero Zero get Soae) 



Indepentlent attnlenta are 
aaa esaed for need like 
dependent* » except atiident*a^ 
incoMe replaces parent*a 
incoAe 

Independent attidenta are 
pjfickaged like de^^denta 

School aiay counael against^* 
uae of GSL'a 

If dcMand exceeds aupply of 
gift aid, needies^t atudenta 
caae first' « ' 

All student a packaged with 
gift aid firat 



2.6.0 



27.7 



30.7 



29.8 



31.2 



1.6 



1.3 



l.A 



1.5 



1.4 



Grant Ant. 

Floats^ 
or ia Zero 



Package 

Based on 
Scholaat ic 

Ability 



No Estab- 
I i shed Rules ; 
Csfie-by-Case 
Treatnent 



TOTAI^ 



6.5 



6.3 



7.8 



4.7 



4.2 



2.4 



5.3 



2.9 



2.1 



2.1 



0.6 



0.6 



0.7 



0.8 



0.0 



30.1 



33.0 



24.6 



30.8 



35.0 



15.9 



16.0 



19.6 



21.9 



11.3 



0.0 



1.6 



1.9 




26.8 



11.1 



10.3 
7.5 



M.O 



lOQ.O 



100.0 



100*0 



IQO.O 



100.0 



Neediest atudenta packaged 

with gift aid firat 



24.4 



2.2 



7.9 



0.6 



0.0 



24.7 



23.1 



0.0 



1&.7 



100.0 



Leas needy students packaged 
with aelf-help first 

Private grant aid in used 
to offset self -help first 
(«Mr exclusively)* 



25.2 



32.4 



2.3 



2.1 



5.2 



5.8 



3.6 



1.1 



0.0 



32.9 



'25,0* 



17-3 
*1.7 



0.0 



1.5 



13.5 



10.5 



lOO.O 



IQO.O 
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All students nay choose 

aaiong loan/work nix for 30.5 
ael f-hetp 

Suwaer aavings: assuaie 

fixed contribution* baaed on 36.5 

year Ai school « aa per CSS ^ 

Institutions Reportijig 49 



IS Keport^ijig ^ 
ititutaonai^Site Viait 



Sources Ins ti tut aonal^lS ite Viait &irvey« 
l^Pcrcentages are row percentagea. 
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3.5 



8.7 



9.0 



13 



1.8 



5^.0 



/ 



0.0 



1.3 



19.9 



18.2 



42 



21.1 
# 

15.1 



23 



1.3 



3.3 



15.5 



8.1 



25 



100.0 



100.0 



164 
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Table 9*3 also points out two inconsistencies between a specific 
packaging practice noted and the packaging typology employed • Eleven 
percent of the schools that stated that their students' aid packages 
start with gift aid also reported that they do not* follow an established 
packaging typology. This appears to be a contradiction in terms since ^ 
this ' packaging practice does represent a "type *of predetermined packaging 
policy. Another inconsistency appears in the percentage 9f institutions 
that .allow students to choQse between wor^ and loans to meet their ' 
self-help obligation. Although a small percentage (1.8%) of the 
instjltutions provide students with this choice all of them 'report that 
they package students with a fixed amount of work. This inconsistency 
may be due to an error coimnitted in data reporting or it may be a result 
of the vagueness with which aff institution's packaging practices are 
interpreted. ^ 

SUMMARY • 

Nine distinct packaging typologies were identified from the data 

collected. Although these typologies differed , the two most comnonly 

^ . . . . 

used methods ("Non-Returnable Aid/Self-Help Ratio" and "Floatitxg Granc 

Amount") provide for a grant award to be included in all aid packages. 

Regardless of the tylpology used, a notable level of agreement was 

reflected in the responses given to questions on selected packaging' 

practices. These included: the treatment of summe^p^;' earnings; the 

assessment of need' fot independent students; counseling provided on 

Guaranteed Student Loans; and the determination of self-help source 

(whether loans or work). Onelpractice where inconsistency was most 

apparent was in the treatments of private (noninstitutional) aid. 
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, SECTION V 

, STUDENT SERVICES: INSTITUTIONAL RESPONSIBILITIES 

PREFACE 1 

The remainder of this volume will focus on a number of the 
institutionally based services which must be provided for students in 
connection with financial aid. Among the areas of discusson will be: 
the administration of National Direct Student Loans (Chapter 10), the 
dissemination o§ information to students (Chapter 11), the monitoring of- 
student enrollment status (Chapter 12), and .the validation of 
student-rep6rted data (Chapter 13), For the institut:j.on, the provision 
of th'Hs'fe services presents^ many challenges, not the least of^whtch is the 
necessity to coordinate the activities of the financial aid office with 
other administrative departments (e«g, , business office, registrar, 
admissions office). 

E^t^ of the chapters herein *will address specific duties which ||i 
institutions are required_J:o perform as part of their agreement to 
participate in the Federal student financial aid programs. Some of these 
functions (e.g., the loan collection and skip-trace aspects of NDSL 
x:6mpliance) seem to be ^eyond the purview of traditional institutional 
activities, while the counseling and enrollment^related functions cited 
appear compatible with the types of activities normally undertaken by 
postsecondary institutions. 
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ADMINISTRATION OF .THE NATIONAL DIRECT* 

*STUDENT LOAN PROGRAM ^ ' - . 

INTRODUCTION ^ ^ ^ 

The purpose of 'the National Direct Student , Loan Prograia (NDSL) ^^s to 
^•assist.in the establishiaent and maintenance of low intarea^; long-tena 
deferred loan programs at institutions of po§t^^cotf^ary education, to 
students demonstrating need for financial assistance in order to pursue 
their courses of study at -such institutions/' In the Program Management 
Guidelines, the institution agrees to comply with the legal statutes, the 
"General Provisions Relating to Student Assistance Programs" found in^ 
Title IV-P of the Higher Education Ac^t of 1965, as amended (20 U.S.C. 
lOaS-lO^&g, "General ProvijS ions"), and any regulations as they become 
effective, implementing those statutory requirements* The institution^ 
therefore, agrees to (1) cap^italize at least 10 percent of the fund, and 
(2) fulfill its legislative mandate, by managing the program according tq 
^Federal guidelines^. Each of these agreed areas of responsibility will be 
discussed in turn. 

, Source of Funds 

' When an institution' decides to participate in the NDSL program, it 
enters into a legally binding contractual relationship with the U,S» 
Commissioner of Education to provide the participating institution with 
up to 90 percent of thfe'i^unds necessary to capitalize an NDSL program, 
and then to replenish <the funds annually as necessary (but in accordance 
with program guidelines) to maintain the viability of the program. Of 
course^ the goal is to have each participating institution achieve a 



"self*Totatiag status," in which a steady state is reached whereby the 
amount loanedffieach year is balanced by the amount^ recei\^ed in- loan 
repayments, thus requiring no additional contribution from the Federal 
Treasury, However, since loan repayments follow by sevewkl^ears the 
initial loan and are spread* out over a number of years, the achievemi^nt 
of a aelf-rot^ting status may take several years» The achievement of 
this goal is allso contingent upon ^ehe .success of the institution in 
managing its collections. 

f ' Federal Manageaent Guidelines ^ 

The Federal guidelines for: management of the NDSL program entajLl very 
"^^specific procedures which, by virtue of the institutional agreement with 
the Commissiqtfer of Education, schools are required \>y law to follow. 
Thes^ procedures are defsigned tO' aid the institution in managing^ the NDSL 
program, and to side-step potential difficulties before they emerge. 

^ The present guidelines, as written, ar:^ not onl^ easy to understand, 
bu^ (Contain requirements for repeating specific procedures at critical 
phases of the loaxi* process in cui^ to miniinise the impacts of human 
error on the operation and financial viability of a ^program^^ 
Institutional compliance with the Federal guidelines involve about a 
doisen separate key elements lor NDSL prograia management which fall into 

two main areas ofymanagement responsibility: coufxseling and tecord 

. • • * . ■ » 

keeping: ' • . j ^ 

•i . « ■ ^ 

The counseling activities specified in the Federal guideline^^onsist 

of bothi^ prerloan cou^is^eling and exit in|:erviewing, with encouragement to 

coxl^Hct additional counseling as wellv In terms of pre-loan counseling, 

>the guidelines stipulate that: ^ 

t * 

*.,.it is essential to the .sound administration of the loan programs 
that borrowers 'have as comple,te an understanding as possible of their 
responsibilities and rights under th<p programs. It is strongly 
recomidehd^d that either in^vidual or group counseling sessions be 
held with the borrowers prior to .advancing the loan. Pre-counseling 
sessions should cleatly set forth the nature and purpose of the 
program, clearly indicating tKe borrower's oblig*atioh^to repay. Each 
borrower ttuist be given a copy of the Promissory Note which sets forth 
the terms of :^epayment along with the borrower's rights and 
obligations. ' j 
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The Peder'al position on preloan counseling is very clear then: full 
infonaation (with regard to the student borrower ^rights, obligations , and 
'terras o£ repayment) is to be conveyed to the pcospective borrower prior 
to the^loan'r being made, including the ^iceceipt of a copy of the 
Promissory Note. ' , / 



The Promissory Note is the legally binding docxment between the 

student borrower and the institutional lender • It is evidence of 

inaebtedness and » by signing the Promissory Note, the student enters a 

contractual relationship and acknowledges the receipt of the loan; the 

rights and obligations as a borrower; and the terms of repayment , 

■ • •« * 

deferment^ and cancellation. Therefore, the^ guidelines again call for 

counseling at the time the loati is made but prior' to the initial 

disbursement* The regulations %tate that: 

««pbe£ore an institution makes its first disbursement to a student, 
it xQust have one of its employees meet personally with that student 
to insure that the borrower understands his or her obligations under 
' the loan, including the obligation to apply the proceeds only to 
educational expenses and the obligation to repay -the loan* The 
interview inay be held individually with ^ach borrower, *or .with groups 
of borrowers. The institution must attach a copy of phe repayment 
plan to the copy of the promissory note and give a copy of the plan 
to the borrower. 

Clearly, counseling before and .during the making of the loan are 

regarded as important management functions of the institution by the 

developers of the Federal guidelines. By the samk token, a great deal of 

importance is placed on counseling at the time the student borrower 

leaves the institution. The NDSL regulations state that an institution 

must, if possible, conduct an exit interview with each borrower before 

the borrower leaves tYifi^ institution and, insofar as feasible, these 

interviews must be conducted on an individual basis. However, if 

individual interviews are not feasible, a group interview is permitted. 

^ \ ^ • , 

During the exit inteirview, the institution must provide borrowers 

with a detailed; explanation of their rights and obligations. Borrowers 

also must be informed of their obligation to repay the loan in accordance 

with the schedule. Furthermore, the school must inform borrowers that it 
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is their respottsibility to inform the institution of any change of 
address; each borrower must know the full amount of his/her lo^n and the 
interest rate; and each borrower must know the amount of the first 
payment and the date it is due. Deferment and cancellation possibilities 
should also be covered in exit interview sessions. 

Record keeping seems to play^ an important a role in ensuring that 
students repay thteir educational debts. Alan' Maynard, ^the Bursar at 
Brown University, states in the Journal of Student Financial Aid that ; 

...collections are just as dependent on good records as reports 
(i.e., reports to OE), and no evaluation of the collection effort at 
a particular institution can be made independently of those records 
and procedures* ^f colleges' and universities, there fore ^-Jarjs haying 
difficulty with collections, it behooves^ them tor' lOT^k aj: gvery phase 
of their record-keeping to be sure that it is accurate J^^re liable, and 
accessible before proceeding further; ^ * 
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There are a number of necessary and required record-keeping 
ices. These include: ^ 

maintenance oi the borrower's current address and enrollment 
status while in school; 

ensuring the borrowers notify the financial aid office upon 
leaving school; ^ 

maintenance of viable consaunication with the registrar's office 
for communicating when a borrower does leave the institution; . 

maintenance of the borrower's current address, after the. 
borrower has l$ft school; 

conmunication with the graduated or terminated borrower duri^ng^ 
the grace period; 

collecting from borrowers after the grace period is terminated; 
and 



locating "'lost" borrowers, and collecting from delinquent 
accounts. ' . 
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While the student is in school the participating institution^ is 'required 
to provide for the exchange of information among all appropriate 
institutional offices, e.g., the registrar, student financial aid, 
businevss, and alimmi offices* This exchange will enable the institution 
to detefipine: (1) the date the borrower will graduate ^o that an &xit 
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interview may be scheduled; 'or (2) whether a student has left school 
without proper notice so that it may mail the borrower the required 
information. 

Once the student leaves school, however, the responsibility of the 
institutioQ continues* For each borrower student, there is a niae^onth 
grace |lleriod,'at the end of which repayment begins. During the grace 
period the school must: 

• -90 days into the grace period, transmit to the borrower, in 

^ /writing, the Very same information \t required to communicate 
during the exit interview, as well as any Oither information 
necessary to satisfy Truth-in-Lending Act regulations; ^ 

• 180 days into the grace period, notify the borrower of the date 
the borrower's grace period ends; and 

• at least 30 days befc^re the first payment is due, notify the 
borrower of that due date and amount. 

In the case of students leaving the institution without notice, Sichpols 
must also mail the borrower a copy of the promissory note and two copies 
of the repayment schedule, and must request the borrower to sign and 
return one of the copies of the repayment schedule. 

- As the grace period comes to a close, there i3 still another series 
of steps the institution is bound to follow* as part of its agreement to 
participate in the NDSL program: 

' • the institution must send each -borrower "a letter of notice and a 
statement of account at least 30 '.days before the date on which 
the first repayment installment is due, and a statement of 

fccount*%t /least 10 days before the due data of each payment 
fter the first; ^ . 

• if a payment or a deferment or cancellation form is not received 
within 15 days of its due date,* the institution must contact the 

^ borrower to demand payment (fi^st overdue notice); 

within 30 days of the date of the first overdue notice, if the 
borrower does not respond satisfactorily, it must contact the 
borrower again by telephone or in writing (second overdue 
notice); • 

• within 15 days o^f the date of the second overdue notice, if the 
. ^ borrower does/not respond satisfactorily, it must .contact the 

" ^ borrower by telephone or mailgram (third overdue notice); and 



• within, 15 days of the third overdue' i;iotiee, if the borrower does 
not respottd satisfactorily, it must .send the borrower a final 
demand letter. The final demand letter must tell the borrower 
that the loan, will be referred for collection or for litigation 
if the appropriate payment or loan is not received within ^^0 
days • ^ 

At this point, if the inatitution is unable to coamunicate with the 
borrower, it must engage the iservices of a commercial skip-tracittg 
organisation or perform equivalent skip-'tracing activities 'with its owr^ 
personnel. . ,* ^ 

Legally, delinquency for an institution means "the principal amount • 
outstanding on direct or defense loans In default for 120 days if 
repayment in monthly installments, and 180 days if repayable- in less 
frequent installments." Once delinquency occurs, an institution must 
engage a collection agency or bring suit against delinquent borrowers if 
certain criteria are met: all reminder notices must have been sent,, and 
the institution must be certain qf the b9rrower'3 whereabouts* 

In sxmmary, then, if the institution has complied i^ith the procedures 
incumbent upon it as an NDSL participant and the loan at this point is 
still in default, the following will have taken place: 

the borrower wxll have had an exit interview, or will have been 
. mailed comparable information; . \ 

• the borrower will have been contacted three, times during the 
grace period; 

• the borrower will have been sent three notices subsequent to the 
first payment date; 

• the borrower will have been sent a warning of collection of^ 
litigation effort; * 

- • skip-trace activities will have/been conducted, if the borrower 
cannot be contacted; and 

/ * ' . 

• the borrower will have been siotified of th^e intent to seek 

S collection, satisfactory explanation, or suit* 

At this point, the institution n^ust bring sbit against the borrower (or 

against any proper endorser) i£ collection erfort^ have failed, and if it 
is determined that the borrower has assets w^ch may ci^ver all or 

substantially all of the outstanding obligations; that the borrower has 
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no knovn defetiae or satisfactory explanation of the delinquency; that the 
borrower's whereabouts are known^ so that he/she can easily be served; 
and that the axsiount outstanding exceeds $500« The institution may choose 
to bring suit against th^ borrower even if these conditions are not met« 

Clearly I the NDSL p^Lrticipating institution has a^ substantial series 
of mandated sequential procedures to follow in the management of an NDSL 
loan from the preloan counseling through potential legal action for 
collection of delinquent accounts* It is therefore not surprising, that 
\s^y participating institutions find that ^compliance with this sequence 
of procedures is difficult to maintain and that default rates have been 
reported which are correspondingly high* Recently, USOE has implemented 
a program, at the urging of 'then Secretary of Health, Education and 
Welfare, Joseph Califano, whereby schools can refer certain delinquent 
borrowers to USOE which will assume collection responsibilities* This 
procedure wal initiated in response to institutional ^leas for assistance 
in collecting from *'hard-^core" defaulters. Additionally, those borrowers 
referred to USOE can Have their names removed from instit|itional default 
roles, < thus lowering the school's calculated default rate. The next 
section briefly reviews some of the key issues surrounding compliance and 
loan default. w 

THE ISSUES ' ^ 

^ ' . V / ' 

There are essentially six groups of interrelated issues which 'are to 
be addressed as pairt of the analysis of this chapter. A brief discussion 
of each will be undertaken prior to presenting the findings with respect 
to the research into each of the issues. 

CoTttpliance With Guidelines 

In the description of the NDSL program above, the full panorama of 
procedures with which participating institutions are supposed to comply 
is itemized. The first, issue is therefore to establish the extent of the 
compliance (and noncompliance) with each procedu);e and.to detex^mine 
whether noncompliance is pervasive across all categories ^of procedures or 
whether soma of the guidelines are more..-su8ceptible to noncompliance than 
others-j^either across the board^or ^y selected school types). 
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The Compliance-Default Relationship , 

One of the often stated results of noncompliance with the required • 
NDSL processing procedures is an inflated rate of default on the NDSL 
repayments. ' iKe second issue then is to explore the relationship of 
noncompliance to the rate of default on NDSL repayments. This issue 
involves, not only a one--on-one examination of the compliance with 
specif ic ^required procedures and the corresponding default rate by type 
of school, but also an examination of the clustering of procedures where 
noncompliance is associated with the overall school default rate. This 
latter approach* specificallV recognizes the interactive nature of the 
impact's of noncompliance with individual required .procedures on the 
overall default rate by type of school. Finally, /this issue includes the 
identification of the differences in noncomplianae profiles between those 
schools (by type) with high default rates and j/s^ default rates, 

Default Rates and the Leve f^f Effort 

ihere is some concern that the root* cause of noncompliance, and ^ 
therefore excessive default rate's by type of school, is the workload 
borne by the financial aid office (FAO) staff which is attributable to 

^-IfDSL. The data are avaiJLable from Chapter 5 on the composition and use 
of FAO staff in NDSL activities, and on the per staff member NDSL 
recipient loads faced by the financial aid offices of different types of 

*^choQls, which can be corrrelated with the default rates calculated by 
type of school. It is expected that, at some point, increasing workloads 
will produce identifiable impacts (i.e., increases) on the schools' 
default rates. * 

^- Default Rates and the Costs of Education 

This issue is raised befcause of the possibility that the availability 
of NDSL funds would influence the tuition and fee policy of the school, 
which, in turn, may have repercussions on the size of the NDSL loans, the 
students' abilities to pay, and the eventual default rate of the school. 
• In order to address* this issue, the cost of education by type of school 
will be correlated with the default^ rate, with the expectation that the 
Cost of education, standardized by type of school, . will positively 
influence the default rate. 

. 10.8 * 
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i|kS an alternative approach to this issue, it^may be hypothesized that 
a tuition and fee-instigated increase in the average HJDSL loan is 
facilitated by configuring the financial aid packaging process in order 
to acconsnodate the increase in\ |uition and fees* If this is the case and 
if it leads to higher default rates by type of school, then this effort 
should be' identifiable through c/orrelating the typology of aid packaging 
philosophies with default rates, having first standardize^ for the type 
of school. ♦ 

School-Specific Delinquency Definitions 

While there is ^a standard definition for repayment delinquency undet 
the NDSL program, some schools aret believed to employ definitions which, 
in fact, deviate from this standard in one direction or another. To the 
extent that these alternative definitions arS used jto initiate actions in 
the financial aid office, then the collection activities of the financial 
aid office shoul^ be more aggressive or less aggressive depending on 
whether the alternative definition is more restrictive or leas 
restrictive, respecJ^vely. Therefore', this effect should manifest itself 
in high default rat^s . (usihg the standard definition of delinquency) 
being associated with those schools using less restrictive alternatives, 
low default rates (using the standard definition of delinquency) being 
associated with those^ schools using more restrictive alternatives, and 
intermediate default rates for those schools using the standard 

definition of delinquency. 
» 

School Experience and the Default Rate 

Lastly, there is an issue as to whether those institutions that have 
achieved self-rotating status on their NDSL program, and are presumably 
exercising more efficient and prudent management procedures, will have 
lover default rates than those institutions which have not achieved 
self-rotating status. The core of this issue is that the achievement of 
self-rotating status is an indication of the interest, dedication, ' and 
proven experience of the schools' staffs relative to the NDSL programs; 
and these attributes carry over into activities which will reduce the 
default rates of these schools. One potentially confounding influence in 
this issue may be the length of time that the^rogram has-been in 

1 
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operation at the^school, tThis is particularly the* case, since, eve^ 
under the Uest o^ circumstances J the achievemenC^of a self-rotating 
status is a very time-consuming process. Therefore', the examinaticHi of 
the relationship between the status of the school and its default rate 
should take place on<Ly after standardizing for the length of time the 
NDSL program has been in operation at the school. 

THE RESULTS . * . ' 

A total of 137 insititutions in this study reported that tHe^f » 
administer National Direct Stude.jit JLoans to their students. Basically, 
there are -three classifications for these programs; (1) those which have 
achieved sell^rotating. status, - (2) those that have not achieved 
self-rotating status, and (3) those that fluctuate between self-rotating 
and nonself-rotating from year to year which are referred tcT as "mixed." 
Table 10 #1 shows the number of reporting instituti'ons by these 

classifications, and institutional level and control, 

• • * 

. In general, between one-tenth and one-quarter of the schools of each 
type had "mixed^ NDSL programs, with proprietary and 4-year private 
schools' at the upper end of this range, and the other school types near 
the lower end of the range. The most interesting pattern, however, is 
the distribution of schools by type between self-rotating and 
nonself-rotating status. For the 4-year and proprietary schools, between 
fwo and six times as pany schools are nonself-rotating *as are 
self-rotating, with 4-year private schools showing the largest 

difference. On the otKter hand, the 2-year schools show that half of all 

♦ 

their NDSL- programs are in the self-rotating-category . 

Even though the numbers of s'chools reporting are much larger for 
4-year than 2-year schools, the numbers should nevertheless be sufficient 
to explain the achievement of self-rotating status by the latter (and the 
nonachievement of this status by the former) during an examination of 
NDSL program operations, below. 
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TABLE 10.1: NUMBERS OF REPORTING, .S'CHpOLS , BY NDSL FUND TYPE 'AND 

INSTITUTIONAL LEVEL AND CONTROL: ACADEMIC YEAR 1978-79 
" f 



InstituCional ^evel and Control 



Fund Type ^ 



4-Year. 


4-Year 


2-Year 


2-Year 


Propri- 


P^obli/: 


Private 


Public 


Private 


etary 




5 


9 


: 4 


4 


32 - 


. 29 


6 


3 


8 


6 


12 


. . 3 


1 


4 


49 t 


- 46 


18 


8 


16 



^elf-rotating 
Nonself'-rQtating 
Mixed ^ ^ 



Schools Reporting ^»137) 



Source: Institutional Site Visit' Survey. 
Compliance with ^TS^ide lines 

The guidelines require compliance with many .procedures. These c|in be 
categorized intt) two main ^groupl^: counseling and record keeping. 
Furthermore^ as described earlier ^ the counseling takes place at a 
variety^of times throughout the Idan award and repayment process. Table 
10.2 /Shows the level of Compliance both prior to, and at the time? of, 
the award of the^oan. Of the 136 schools -reporting, close to two-thirds 
provide counseling prior ^ the award of all school types, except 4-year, 
privates for which only one-half report compliance. Compa^rable figures 
are reported for compliance with counseling at the time of the loan, 
except for proprietary schools which report a compliance rate of over 80 
percent. 

Compliance with both counseling requirements is partially predictable 
from these findings. Almost 45 percent of the proprietary schools report 
both counseling activities, while 4-year private schools report a 
combined compliance rate of less than 25 percent. The combined 
counseling compliancef pattern is also reflective of an inverse pattern of 
total noncompliance. That is, none of the proprietary schools reported 
neither type of counseling, whereas almost 20 percent of -the 4-year 
private schools reported no counseling prior to, or at the time of, the 
award . 
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TABLE*10.2! PERCENTAGE OF SCHOOLS COMPLYING WITH SELECTED NDSL AWARD 
COUNSELING GUIDELINES, BY INSTITUTIONAL LEVEL AND CONTROL; 
ACADEMIfiS^YEAR 1978-79 ^ 



t 


Institutional 


Level^ and 


1 Cpntrol 






4-Year 


4-Year 


2-Year 


2-Vear 


Propri- 


1 • 


Public 


Private 


Public 


Privat'e 


etary 


Counseling Prior to 


66.7 


50.0 


61.1 


*62.5 


62 ..5 


Counseling at Award 
(N-43) 


60.4 ^ 


54.4 


61.1 


62.5"' 


81.3 


Counseling, both Prior / 
to and at Award (N-42) ) 


33.3 


23.9 


27.8 


37.5 


43.8 


.Counselling either Prior 
to or 'at Award fN»J.20) 


89-. 6 


80.4 


94.4 


87.5 


100.0 


Schools Reporting (N-136) 
\u 


48 


46 


^ 18 


8 


16 



Source: Institutional Site Visit Survey. ^ 

Focusing oi^those 42 institutions complying with both counseling 
requirements^ Table 10*3 shows that none of the schools, regardless of 
school type, relies solely on group counseling* In fact, few of these 
schools used group counseling even in combination with individual 
coxmselin^* None of the 2-'year private schools did. soy and only between 
20 and 30 percent of the other nonproprietary schools did 3o# Only in 
th^ cases of proprietary schools was group counseling extensively us^d 
(about 43 percent). 

Clearly, for those schools complying with the .two initial counseling 

* 

requirements, primary reliance was placed on individual counseling. Even 
for proprietaries, which used group counseling the most, over 50 percent 
relied entirely on individual counseling. In the case of 2-year private 
schools, all thiree of the "compliers'* relied on individual counseling. 
(Since no schools relied solely on group counseling, all schools used 
some individual counseling.) ^ 
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TABLE L0.3: PERCENTAGE OF SCHOOLS WHigH COMPLY WITH NDSL AWARD 

COUNSELING REQUIREMENTS AND WHICH ALSO COMPLY WITH OTHER 
. . . AWARD COUNSELING SPECIFICATIONS, BY INSTITUTIONAL LEVEL' AND 
. ' CONTROL: ACADEMIC YEAR 1978-791/ 





Institutional Level 


and Control 




4-Year 
Public 


4-Year 
Private 


r 

IJ-Year 
Public 


2-Year 
Private 


Propri- 
etary 


"eounseling Type 
Individual Only 
Group Only 
Both Individual 
and Grouo 


68.7 
0.0 

31.3 


81.8 
0.0 

18.2 


80.0 
0.0 

20.0 . 


100.0 
0.0 

^o.q 


57.1 
0.0 

42.9 


Counseling Sofcjects 
Repayment Terns 
Interest Charges 
Debt Limit 
Withdrawal Notice 
Address Change 
Personal Data 


87.5 
100.0 

68.8 
100.0 
100.0 

75.0 


100.0 
100.0 
63.6 
100.0 
90.9 
81.8 


' 100.0 
100.0 
80.0 
100.0 
100.0 
100.0 


100.0 
100.. 0 

33.3 
100.0 
100.0 

66.7 


100.0 
100.0 
71.4 
lOQ.O 
100.0 
100.0 


Schools Reporting (N«42) 


16 


. 11 


5 


3 


7 



Source: Institutional S-ite Visit Survey. - 

l^Thia entire tabXe is based upon the* 42 schools which reported complying 
with the required* counseling both prior* to and at the award of the NDSL. 

The remainder of Table 10.3 examines the content of the counseling 
undertaken by the 42 complying schools. For the most part, the schools 
of this category report that the content of the interviews conform to 
that specified by the regulations. Some noncompliance is present in all 
school types -in the explanation of the limitation of the debt, which 
averages about one-third of the schools* Noncompliance is notably lower 
than this in 2-year public schools, but double the average in 2-year 
private schools. Lastly, 4-year public schools frequently do not discuss 
the repayment terms during the interviews. 

While the schools shown in Table 10.3, whicli- conducted interviews 
both at the time of the NDSL award and prior to the award, always 
conducted individual interviews (sometimes supplemented with group 
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interviews), the sdhools shown, in Table 10.4, which conducted interviews 
only prior to award, frequently relied on group interviews a 1 one ^ and 
seldcfm used group interviews to supplement individual interviews. In 
terms of the comparison of responses on interview contents,* however, the 
results are mixed. The compliance for ^^^Qi^ items is higher (e.g., debt 
limit), whereas for several of the items, particularly for the 4-year 
schools, lower compliance rates are shown. This Is' the case for the 
critical items of "withdrawal notice" and "addregs change" requirements. 
Less personal data are^lso a-cquired by the prior-to-award group schools, 
but this ^s not a required component of Che interview. 

TABLE 10.4: PERCENTAGE OF SCHOOLS WHICH^ COMPLY WITH THE PRIOR-TO-AWARD 
COUNSELING REQUIREMENT ONLY WHIC H ALSO COMPLY WITH OTHER • 
NDSL AWARD COUNSELING SPECIFICATIONS BY INSTITUTIONAL 
LEVEL AND CONTROt,: ACADEMIC YEAR 1978-791/ 



Institutional Level and Control 



unseling Type 

;ndividuar Only 

Group Only 

Both Individual 
and Group 



Counseling Subject 
Repayment Terms 
Interest Charges 
Debt Limit 
Withdrawal Notices 
Address Change 
Personal Data 

Schools Reporting (N«38) 



4-Year 


4-Year 


2-Year 


2--Year ' 


Propri- 


Public 


Private 


Public 


Private 


etary 


66.7 


83.3 


83.3 


' 100.0 


100.0 


20.0 


8.3 


• 16.6 • 


0.0 


0.0 


13.3 


' 8.3 


o.o' 


o*.o 


0.0 


93.^ 


100.0 


100.0 


100.0 


100.0 


86.7 


75.0 


100.0 


100. b 


100.0 


86.7 


66.7 


-^.3 


100.0 


100.0 


93.3 


83.3 


100.0 


100.0 


100.0 


80.0 


75.0 


83.3 


100.0 


100.0 


73.3 


66.7 


66.7 


50.0 


66.7 


15 


12 


6 


2 


3 



Source: Institutional Site Visit Survey. 

JL^Thia table is based on the 38 schools which reported complying with 
the pre-award counseli-ng requirement ' only . 
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Continuing with this theme, Table 10.5 examines the responses of 
those schools conducting contemporary award interviews only. In terms of 
group vs. individual interviews, somewhat the .same reliance is placed on^ 
individual interviews by these schools as: did the prior-* to-award schools, 
along with ilTout the same level of sole reliance on group interviews 
(note the exception for 2-year public schools), >ut almost mo use of 
group interviews to supplement individual interview. The lev^JL,^ 
compliance on individual interview items conforms generally to that 
reported for prior-to-award-only school^, although proprietary schools . 
showed a marked Recrement in compliancy * ' ^ 

• the question was also asked of NPSL schools as to whether a general 
statment was ^provided to the student with the loan offer, the form of tHe 
sta^tement, and the content of JLhe .statement . Table 10.6 shows that,' 
between 88 and 100 percent of Vtiirools provided such statements to the 
students*, with ^-y ear schools being xmd^r 90 percent *and prpprietary 
schools being at 100 percent. When limiting tt\e question fco written 
statements, the percentages for private schools drop to around 80 
percent^ public schools remain at about 90 percent, and proprietary 
schools remain at 100 percent. , ^ 

Whether the stateo^nt was verbal or written, each school wa? asked 
the content of the statement* Table 10.6 shows that, of all schools . 
asked, between 70 and 100 percent provided the content items depending on 
the item and the type of school. While the percentages reported are 
bounded on the upward side by the percentage of schools providing such 
Statements, it is clear that the contents of the statements are generally 
mixed. The contents are particularly mixed in the proprietary schools 
and the 4-year schools. Also, note tViat many of the content items are - 
provided orally rather than ^n written form. This occurs at a minimum 
whenever a larger percentage of schools report supplying the content item 
than report providing a written statement.* / \^ 
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TABLE 10.5; 



PERCENTAGE OF SCHOOLS COMPLYING WltHTHE CONTEMPORARY ' AWARD 
COUNSELING REQUIREMENT ONLY WHtCH ALSO COMPLY WITH OTHER 
NDSL AWARD COUNSELING -SPECIFICATIONS BY INSTITUTIONJa LEVEL 
AND CONTROL: ^ACADEMIC YEAR 1978-791/ - 



Institutional L^vel and Conorol 





4-Year 


4-Year 


2"-Yaar 


2-Year, 


,Propri- ■ 




Public 


Private 


Public 


Private 


etary r 


Cotlnselitig Type 












Individual Only ' 


81.8 


78.6 


100.0 . 


. 100.0 


66.7 


Group Only ' 


18.2 


21.3 ' 


o.b. 


0.0 


16.7 


Both Individual • 










16.7 


and Group' 


0.0 


q.o 

> 


■ 0.0 


0.0 . 

I 


Counseling Subjecj: 












Repayment. Terms 


83.3 


85 . 7 


( .83.3. ■ 


100.0 


100.0 


Interest Charges 


•83.3 


; 92.9 ' 


100.0 


0.0 . 


. 83.3 • 


Debt Limit 


66.7 


71.4 . 


50.0 • 


50.0 


33.3 


Witlidrawal Nptice 


91.7 


. 85.7 


83.3^ 


100.0 


83.3 


Addre Change ' ■ 


' 91.7 


92.9 ^ 


100.0 


100. o' 


83.3 


Personal Oata . 

V/ 


50.0 


50.0 


100.0 


5040 


50.0 


t 

Schools Reporting (|N»40) 


1^2 


14 ■ 


•■6 ' 


2 


6 



Source: > Institlitional Site Visit Survey. ' ^ . 

l/lhis table is based on the 40 schools^ which reported complying with 
.. the requirement ^ to counsel students at the time of the NDSL award only • 
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tABLE 10.6:* PERCENTAGE OF SCHOOLS PROVIDING GENERAL STATEMENTS WITH THE 
NDSL LOAN OFFER, BY INSTITUTIONAL LEVEL AND CjDNTaOL: 
ACADEMIC- YEAR 1978-79 ^ 



■ r 



School Type 





4-Year 


4-Year 


2-Year 


2-Year 






Public 


Pirivate 


Public 


Private^li 




Schools Providing 
Statements 


95.8 


91.3 


88.2 


87.5 


100.0 


Schools Providing" 
Written Statements 


91.7 


82.6 


88.2 


75.0 


• 

100.0 




Statement Contents 


* 


/ 








Promissory Note 


70,8 


73 .'9 


88.2 


75.0 


75.0 


Source of Punds 


70.8 


71.7 . 


76.-5 


75.0 


68.8 


Interest Notes 


89.6 


87.0 


88.2 . 


Z5.0 


100.0 


Cancellation 
Provisions 


83.3 


89-1 


82,4 


75.0 


68.8 


Grace Period 


85.4 


84.8 


88.2 


75.0 ' 


87.5 


Repayment Terms 


81,3 


78.3 , 


76.5 


87.5 


100.0 ♦ 


Schools Reporting (N«135) 


, 48 


46 


' 17 


8 


16 



Sources Institutional Site Visit Survey. 
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Counseling, of course, does not end with the initial award of the 
NDSL. The next key counseling activity is the exit interview. Of the 
138 schools reporting, all but two (two out of 16 proprietaries^ reported 
that they hold exit interviews with the student. A total of 134 of the 
136 schools holding exit interviews reported further on the type of 
interviews held. Table 10.7 shows that for most school tj^es, 60 percent 
or more of the schools used individual interviews (for proprietary 
schools, the percentage is well over 90). For 2^year private schools, 
however, group interviews were used as often as were the individual 
interviews. 

In terms of subjects covered during these exit ^interviews, a great 
deal of compliance is reported.- Table 10*7 shows that at least 90 
percent compliance was achieved for all* items in all schools, except for 
the terms of the repayment which was covered in only 84 percent of the 
4-*year public schools. Note that compliance in all items was achieved by 
the eight 2-year private schools^ These results are altered only 
marginally when the percentage of eligible students receiving an exit 
inCerview is examined by type of school. Apparently, the public schools 
are able to provide exit interviews to about 10 percent less of the NDSL 
recipients than do their private school counterparts. At the feame time, 
2-year schools provide exit interviews to about five percent more of the 
loan recipients than do the 4-year schools. The proprietary schools are 
in the middle, with almost 90 percent of exit interviews completed, 
whereas the 2-year private schools lead with almost 97 percent, and the * 
4-year public schools trail with only 80 percent of loan recipients 
covered by an exit interview. These results are consistent with the full* 
coverage of exit inteirview subjects reported by 2-year private schools, 
and the less than full coverage reported by 4-year public schools^ But, 
it is clear that the greater coverage of the 2-yea^ private schools is 
expedited through a very high usage bf group (as opposed to individvial) 
interviews, which may be less effective in the long run. 

Of. course, one explanation for the inability to administer exit ^ 
interviews to all NDSL recipients is that the borrowers may drop out of 
school without going through formal severance of their relationship with 
the school, or they may simply. not show up for a scheduled interview 

10.18 
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TABLE 10.7: PERCENTAGET 6^ S^C^bOLS CdNDUCTING NDSL EXIT INTERVIEWS WHICH 
* COMPLY WITH OTH^ EXIT INTERVIEW SPECIFICATIONS, BY 
INSTITUTIONAL LEVEL AND CONTROLJ ACADEMIC YEAR 1978-79 

J- . 

Institutional Level and Control 





4— Year 


*f"iear 




^■"lear 


Propi^"* 




rUD IXC 




rUD lie 


im mm 

rrivacs 


etary 


Counseling Type- 












Individual Only 


OZ.Q 


75.0 


So .9 


Kf» ft 




Group Only 


34.0 


20.5 


11.1 


50.0 


7.1 . 


Both Individual 


4.0- 


4.5 


' 0.0 


.0.0 




and Group 






Schools Reporting (N"134) 


50 


44 


18 


8 




Cpunsfeling Subject 1/ 












Repaymtot Term^ 


84.0 


93.5 


88.9 


100.0 . 


. 92.3 


Loan Aooount 


96.0 


97.8 


lOO.O 


100.0 


100.0 


First Payment Due 


96.0 


93.5 


88.9 


100.0 


100.0 


Cancellation 


98.0 


100.0 ' 


100.0 


100.0 


100.0 


Provisions 




Accelerated Payment 


98.0 


97.8 


100.0 


lOOiQ ' 


100.0 


Change df Address 


98.0 


95.7 


100.0 


100.0 


100.0 


Schools Reporting (N-135) 


50 


46 


18 


8 


13 . y 


Students Receiving 
Exit Interviews 


80.4 


90.5 


85.8 


96.6* 


87.7 

t 


Schools Reporting (N-130) 


47 ^ 


45 


17 


8 


13 



So^rce: Institutional Site Visit Survey. 
A^Multipl^ responses as allowed. 
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session* Table 10* 8 ahows that formal conmunication procedures are in 
effect bettireen the registration office and the financial aid office in 
between two-thirds and four-fifths of the sthools* The highest is 4-y^ar 

private schools, while the lowest is 2-^year^ private .schools. This is a 

> * 

bit of a surprise considering, the high percentage of NDSL recipients 
receiving exi4: interviews in 2*-yeat private schools, but the answer may 
be in the timing of the notification of texnnination* 

Table 10.8 shows that, indeed, the 2--year priyatfe schools tend to 
discover student dropetlts sooner than othel' school types. Furthermore, 
it appears that the 4--year public schools ^do not* discover a majority of 
the dropouts until the start of the next semester* Assuming these 
statistics, an early dropout detection sj^em is effective in increasing 
the proportion of students receiving exit interviews but, just as 
importantly, the frequency of dropouts combined with the typically slow 
discovery process increases the importance of the preaward and on-receipt 
counseling, which are the last points at which contact with the recipient 
is Vssured* 

FcS(llowing the exit ♦interview, loan recipients are contacted and 
tracked during; the nine-nnonth grace period, as well as after the grace 
period if the loan is in default. Virtually all ot the schools which 
reported that they administered NDSL programs al^o indicated thdt they 
tracked NDSL recipients during the grace period (13^ ou|: of 137); There 



were differences exhibited, however, with regard to the contact medium 
us^d. Table 10.9 indicates the -frequency of usage of four of the most 
comspoam^i^: (1) three contacts by. letter , (2) thtee' contacts by 
telephone, (3) t^ee contacts by telegram, and (4) the mailing of a 
package containing the Proinissory Note and two copies of the repayment 

c 

schedule with th^, request that one copy be signed 4nd returned. The 
lettfiir is the most common proc^du^e, and is used mo^e than twice as 
frequently a s^the second most common procedure: the package. The use of 
telegrams is^he least common procedure. 




TABLE 10. 8: • PERCENTAGE OF SCHOOLS WITH FORMALIZED PROCEDURES TO MONITOR 
STUDENT TERMINATION, BY INSTITUTIONAL LEVEL AND CONTROL: 
ACADEMIC YEAR 1978-79 



Institutional Level and Control 



• 


4-ifear 
Public 


4-Year • 
Private 


2-Year 
Public 


2-Year^ 
Private 


1 

Propri- 
'etary ~ 


Formal Procedures 
in Effect 


72.3 


82.2 


77.8 


66.7 


71.4 


Schools Reporting (N»13) 


47 


45 




6 


14 


Discovery of Dropouts 
?viOt to End of Term 
End of Academic Term 
Start of Next Term 


22.0 
24.0 
v54.0 


' 34.1 
25.0 
40.9 


29.4 
35.3 

35 :a 


.75.0 
12.5 

/-HL2.5 


• 

80.0 
6.7 

13 ♦ 3 


Schools Reporting (N'*134) 


50 


44 




8 


15 ^ 



Source: Institutional Sit^ Visit purvey. ^ 

TABLE 10.9: PERCENTAGE. OF SCHOOLS USING SELECTED ^dRACE PERIOD TRACKING 

PROCEDURES FOR NDSL,. BY INSTITUTIONAL LEVEL AND CONTROL: 
* ACADEMIC YEAR 1978-79 




I 

Institutional Level and Control 



Contact Medium 

Letter - 

Telephone 
^ Telegram v 

Package 

r Schools Reporting (N»l^) 














4-Year 


4-Year 


2-Year 


2-Year 


Propri- 


Public 


Private 


Public 


; Private 


etary 


79.6 


70.5 


72.2 


87.5 


. 75.0 


20.4' 


9,r 


22.2 


37.5 


12.5 


6.1 


0.0 


0.0 


12.5 


6.3 


30.6 


3»,6 ' 


22.2 


37.5 


, 37.5 


49 


46 


16 


8 ' 


16 1 


84.3 


.80.9 


69.2 


91.6 


69.7 


39 


35 


14 


7 


11 













Borrowers Successfully 
Tracked 



Schools Reporting (N*»106) 39 



Source: Institutional Site Visit Survey. 
A^Multiple responses are allowe^. 
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The figures on Table^lO.9 clearly imply that all school types 
frequently use more than one medium in their tracking activities. The 
roost tracking is undertaken by 2-year private^ schools, however* ' These 
schools show the highest percentages using the media of letter, telegram, 
and telephone, and are near the top in the use of the package • This is 
consistent with the high degree of compliance shown above for the exit 
-lotarg^iew, a nd explains th e over 90 petcent of borrbWera^ success fully 
track^ by this type of school. 1^ The two least successful "trackers^' 
by this measure are proprietary schools and 2-year public schools, with 
less than 70 percent successfully tracked. The former is low in 
telephone usage, although average or above in all other media; whereas 
thftj^tter is low in telegram and package usage, although average in the 
qrcher media. This suggests that the use of multiple media is necessary 
to achieve success in borrower tracking during the grace period. 

The last set of complianc^^tiVities involves those procedures used 
in dealing with delinquent borrowers. First of all. Table 10.10 shows 
that a wide discrepancy i exists in the percentage of schools tracking 
delinquent apcounts themselves. As^little as 25 percent of the 
proprietary schools do their own tracking, while just over 50 percerit of 
2-year public school^s, and 70 to. 75 percent of the remaining school types 
do so. Th^ use of commercial organizations to do the tracking has much 
less variation (note that most schools, use both methods). Proprietary 
and 2-year private schools use these firms a little over 60 percent of 
the time, whirl e other school types rely on these ^igencies 75 to 80 
percent of the time. 

V ■ ^ 

A- 

Table 10.10 also indicates the frequency of usage of different 
techniques to induce repayment of delinquent accounts* The favorite 
\technique is to employ a collection agency. About 90 percent of all 

school types dse this approach. In addition, however, strongly worded 

/ 

/ 



1 / ' 

■^'It should be pointed out that two-thirds of all schools are able to 
contact at least 90 percent of their NDSL recipients. The average 
percentages shown on T-able 10.9 reflect the fact that ten percent of 
schools are unable to contact half of their NDSL borrowers (two 
percent contact no borrowers). 
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TABLE 10.10! 



.PERCENTAGE OF SCHOOLS USING VARIOUS PROCEDURES TO DEAL WITH 
NDSL DELINQUENCY, BY INSTITUTIONAL LEVEL AND CONTROL: 
ACADEMIC YEAR 1978-79" 



■■ ■■■■■■-1—, ' . * T 

ft 




Institutional Level 


and Control 


o 

* 


4*Year 


4-Yeai: 


2-Year 


2-Year 


Propri- 




Public 


Private 


Public 


Private 
ft 


etary 














School 


68 «0 


69.6 


52.9 


75.0 


25.0 






78.3 


76.5 


62.5 


62 v5 ' 


Schools Reporting (N-137) 


50 


46 


17 


3 


' ' *■ ' ' 
^16. "I 


Collection Procedures!/ 












^ Penalty Charges 


♦ l4.3 


17.4 


12.5 


12.5 


12.5, 


Strong Letters 


85.7 


87.0 


68.8- 


87.5 , 


56.3 


Attorney 


55.1 


41.3 


12.5 


25.0 


12.5 


Collection Agency 


87.8 


89.1 


87.5 


87.5 


93.8 


Schools Reporting (N^ld3) 


49 


46 


16 


8 


16 


Pre-Legal Action Contacts 












No Legal Action 


11.1 


17.8 ' 


14.3 


12.5 


0.0 


Less Than Three Contacts 11.1 


6.7 


0.0 


0.0 


0.0 


Three or Four Contacts 


24.4 


15.5 


57.1 


37.5 


40.0 V, 


Greater than Four 


53.3 


60.0 V 


28.6 


50.0 • 


60.0 


Contacts 


— ^^V^ 


Schools Reporting (N»127) 












45 


45 


- i4 


8 


15 • 



Source: Institutional Site Visit Survey. 
A^Multiple responses are allowed. 
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letters are sent by about 85 percent of the schools (lower in 2-year 
public and proprietary schools). Other techniques, such as adding 
penalty charges and' employing an a'^ttorney are much less frequently used. 
The only exceptions are the 4-7year schools which use attorneys ibout half 
the time, , ' 

The last measure of delinquent account activity on Table 10,10 is the 
frequency that contact' is aSade prior to t^ing legal action. Clearly, ^ 
the pattern of handling these accounts varies by type of school. At one 
end of the distribution, proprietary schools require more than four 
contacts prior to taking legal action on a delinquent account in the 
oiajority of cases ^ and always require at least three contacts before 
action. Also, note, however, that none of the proprietary schools 
refused to use legal action ad a remedy. They ^give the delinquent 
student plenty of opportunity "^o repay the loan, but eventually always 
end up by taking legal action ^ the. only school type to consistently do 

so). . ' ^ ^ 

5MI other schools refuse to take legal action* between 10 and 15 
percent of the time. On the* other hand, the 4-year schools in 5 to 10 
percent of the time will take^ action with less than three student 
contacts* In 3pit#^f these tendencies, however, the 4-year schools 
still require at least 'five /ontacts in the majority of instances. Two 
year schools, on the other/hand, in no cases take legal action with less 
than three student cotltactB and, only in the case of private schools, 
require more than four cotvDacts in the majority of cases. Public 2-year 

V 

Schools require more ' than four contacts in less than 30 percent of the 
time. 

In summary, the feature that strikes one immediately is the large 
number of activities that a school must undertake in' order to be in 
compliance with the guidelines. Furthermore, the type of activities 
required could be considered outside the normal rdnge considered as 
traditional, with' an institution of postsecondary education. It is not 
Surprising then to find that compliance with these procedures is very 
mixed. Compliance .is fairly low in the area of preaward and 

240 
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con temporary- award counseling. Compliance increases with the exit 

interviews, although* a substantial number of exiting students are still 

missed, and the quality of the interviews remains in doubt», Compliance 

then falls o'ff with grace-perio^ tracking and delinquent account 

activities, but this might be expected considering the difficulties of 

such activities. • 

• 

In general, even if full compliance were observed (and it isn't), a 
great deal of concern would be expressed regarding the quality of the 
activities undertaken. In this study some effort was expended to 
consider the qualitative aspects, but a great deal was left to be 
determined. In spite of this, there is a tendency to try to identify 
where compliance (both qualitative and quantitative) is the best. IThe 
above statisHcs tend to imply that 'compliance is b6st in 2-year private 
schools and worst either in 4-year schools or 2-year public schools, 
depending on which of the various statistics are selected. 

The key, however is not how good the compliance is per se, because 
regulatory compliance is only an intermediate goal (or at least it should 
be). Rather, the goals of the NDSL program are equitable distribtrtion of 
the aid (discussed in Volume II of this report) and the efficient 
operation of the program iri terms of a reasonable (a low) default rate. 
Whether such a measure of efficiency is systemmatically related to the 
nature and extent of» regulatory compliance is the subject of the analysis 
in ^he next section of this chapter. 

The Compliance-Default Relationship 

ft 

For purposes of this analysis, default rates are defined as thtf 
amount of NDSL funds currently in default divided by the amount of NDSL 
funds currently in repayment status (excluding funds loaned to students 
currently enrolled, still in the*grace period, or for whom the debt has 
been cancelled or deferred). Note that this definitiion embodies the 
NDSL activities of the school over a- number of years, so that any attempt 

to correlate the default rate, as calculated with current guideline 

if 

compliance, runs the risk of substantial confounding, unl'ess the degree 
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of compliance has been constant throughout the history of the NDSL 
program at each school — a very unlikely event. However, if there is 
actually a strong relationship between regulatory compliance and eventual 
loan default, an attempt to measure this relationship, even under the 
circumstances described abpve, should exhibit some systematic 
association* That is, if there is actually a strong association, we 
should be able to measure some of the association in spite of the 
historical confounding but, if the underlying relationship is not strong, 
the confounding influences are likely to render any relationship 
uomeasurable with the existing data, 

\^ith these points iiykxnd. Table 10,11 shows the overall default 
rites ^^^4eyel and^Wtrol of school. This table exhibits a substantial 
range of default rates, with 2*year public schools taking the clear lead, 
and proprietary schools following closely behind. The other three school 
types are all grouped around 13 percent, which is less than half of that 
of the 2-year public schools, but nevertheless hij^h in absolute terms. 
Unfortunately fqr the analysis, the number of observations for \ 
> proprietary schools, and in some * instances for 2-'year private schools as 

% well, wMl restrict or prohibit analysis of the cause of the observed 
J.evel^ of NDSL default. 

TABLE lO.li: NDSL DEFAULT RATES IN PERCENTAGES, BY INSTITUTIONAL LEVE$, 
^ AND CONTROL: ACADEMIC YEAR 1978-79 

1 

Institutional Level and Control. 



4-Year 


4-Year 


•2-Ye^r 


2-Year 


Propri- 


Public 


Private 


Public 


Private 


etary 


Default^Rate(2) 14.8 


17.0 


^.4 


18.4 


27.2 


Schools' Reporting (N-119) 43 


* 50 


17 


7 


2 



Source: Institutional Site Visit Sucvey 'and 1979 FISAP File supplied by 
USOE. ' 
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Table 10.12 jjresents the default rates as they are associated with 
various compliance items, as well as related operating features of the 
financial aid office. For Example, Table 10.12 contains a breakdown by 
the type of .repayment plan used for NDSL. Specifically, the three NDSL 
repayment p^Lans included are: 

Pl^n 1 » Sijual total payment of principal and interest each year; 

Plan 2 * Equal payment of principal plus payment of interest on the 
uApaid ;balance; and 

Plan 3 Graduated periodic installments. 

The default rates on Table 10.12 exl^ibit few consistent patterns, and 
often exhibit patterns contrary to expectations. For example, two school 
types have higher default rabes for those schools with self-rotating NDSL 
accounts than for those without self-rotating accounts. Additionally, 
providing a general statement to the student is associated with higher, 
rather than lower, default rates; and, if the statement la in writing, 
the default rate is higher still. This same contrary finding is shown, _ 
in general, with regard to taking legal "action: those schools which- 
never take legal action against defaulters usually have lower default 
rates. Cause and effegJ^may be reversed here, but the default rates are 
high enough in these sbooals to ordinarily suggest that legal action 
would be beneficial. 

Usually, graduated periodic installment payments are associated with 
lower default rates, biit extensive cdunseling is not reflected in lower 
default rates. In fact, on average, 2-year schools that do no counseling 
have lower default rates than thoae that conduct both prior-to, and 
at-the-time-of , award counseling. 

Clearly, gross relationships between regulation compliance and 
default rates and selected program operation characteristics are 
difficult to detect. Therefore, in order to attempt/to sharpen the 
measured relationships, a comparison of the distributional extremes (in 
terms of default rates) will be made, along with an attempt at 
multivariate analysis,. First, however, a few more potentially meaningful 
gross relationships will be examined. 
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TABLE 10.12: 



NDSL DEFAULT RATES, IN PERCENTAGES, FOR SELECTED COMPLIANCE 
CONDITIONS, BY INSTITirTIONAL LEVEL AND CONTROL: ACADEMIC 
YEAR 1978-791/ 



Funding Status 
SeI£>Rotating 
Not Self-Rotating 
Mixed 



Institutional Level and Control 



4-Year 
Public 



4-Year 
Private 



2-Year 
Public 



2-Year 
Private 



14.5(9) 19.8(5) 27.1(9) 18.3(3) 
14.5(27) 15.6(29) 39.3(5) 22.0(3) 
14/2(6) 20.8(12) 37.0(2) 8.1(1) 



Propri- 
etary 



27.2(2) 



Counseling 
None 

Prior Only 
Contemporary Only 
Both 

Statement Provided 
Yes 
No 



14.3(4) 
16.5(14) 
14.2(9) 
14.^6(8) - 



15.0(39) 
6.6(3) 



19.1(9) i0.4(l) 10.0(1) 27.2<2) 

16.6(12) 31.8(5) 0.0(1) 

17.2(14) 42.5(6) 43.5(2) 

17.2(11) 22.5(4) 10.7(3) 



17.4(42) 35.0(14)' 19.8(6) 27.2(2) 
17.5(4) 24.1(1) l6.0(l) 



8fe 



Written Statement 
Yes . " 
No 

Repayment Types^/ 

Plan 2 
Plan 3 

^ Legal Action Taken 
Yes 
No 



15.2(37) 17.9(35) 35.0(14) 19.8(6) 
12.5(2) 12.7(4) 



15.3(14) 18.8(21) 39.7(7) 8,0(4) 
17.8(25) 17.7(26) 33.6(7) 33.7(3) 
11.6(6) 14.3(9) A3. 7(^3) 12.0(2) 



14.3(35) 17.1(40) 34.8(12) 21.5(6) 
15.2(3) 14.9(8) 10.4(1) • 0,0(1) 



27 ..2(2) 

» 

\2.7(1) 
11.7(1) 

27.2(2) 



Source: Institutional "^Site Visit Survey and 1979 FISAP File supplied by 
"USOE. ^ ^ ' ^ 

i^The number of observations upon which each default /ate is based is 
shown in parentheses next to the percentage in question. 

^'Multiple responses are allowed, f 
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School Experience rand the Default Ra te 

^ . 

One of the potentially important relationships *to be explored is that 

between NDSL fund status and loan default^ having standardized for the 

school experience in NDSL. xa'ariigement > The hypothesis is' that quick 

achievement of self-rotating statu? is indicative J^an efficient 

operation and a likelihood of a low default rate^ whereas con^Siued not 

3eIf'-roCatiag status ovgf . a. number of years is in4icative of the 

opposite. Table 10.13 presents the available standardized default rates*. 

■. ' . 

TABLE' 10.13: NDSL DEFAULT RATES, IN ^^RCENTAGES , FC»t.^SL FUND STATUS AND 

YEARS IN OPERATION, BY INSTITUTIONAL LEVEtTAND CONTROL: 

ACADEMIC YEAR 1978-791/ 



Self ^Rotating F.und 
Less 'than 11 years 
Greater than 10 years 

Not Self-Rotating Fund 
Less than 11 years ' 
Greater than '10 years 

Mixed Status Fund 
Less than 11 years 
Grater than 10 years 



Institutional Level and 'Contrtfl!** 



4-Year 4-Year 2-YeAr 2-Year Pro^ri- 
Public Private. Public Private ' etary" 



14.6(9) 19.8(5) 



46.2(1) 
13.3(26) 



• 14.2(6) 



10.3(7) 
17.2(21) 



11.4(2) 
^2.7(10) 



16.4(3) 
32.5(6) 



39.2(4) 
39.5(1) 



10.0(1)# 
22.4(2) 



22.0(3) 



8.1(1) 



37,0(2) ~ 



27.2(2) 



Source: Institutional Site Visit Survey and 1979 FISAP File supplied by USOE. 

A^The number of observations upon which eac^ default rate is based is 
shown in psfrantheses next to the percentage in question. 

Extremely, mixed results are evident. Self-rotating and mixed status 
funds do show (for those figures available) that lower default rates are 
associated with quick achievement of the fund status (10 years or less)^ 
but the converse is nofe the case* .The more e^tperienced schools with not 
self-rotating ISsL funds shouW have higher default rates. This is not 
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always the case. While the more experienced 4-year private schdola with 
noti self-rotating funds do have higher default rates than their less 
experienced counterparts, their default rates are sti>l lower on average 
than those with similar experience but witl^ self-rotating or mixe^ status 
funds. Furthermore, for other school' types without self-rotating or 
mixed status fuuds, the relationship between default rates of schools 
with, different experience levels is opposite of that for 4-year private 

schools.. . * ' 

. . ■ • ■ 

The Influence of De^nquency Definitions 

While tlie definition of default rates used for the calculations in 
this chapter is the same for each school, the definition of delinquency 
^u»ed by ^ach school in i'ts iiDSL loan collection activities varies. The 
hypothesis i-s t^at if a school actually uses a definition of delinquency 
which is more restrictive ' th§a. the Office of Education' s ^definition, then 
the default, rate as calculated KCjAsing. th© standard definition) should be 
lower du^ to more inteiisive^74*5j[^:;j|jji^ col-lection attempts. . . 

Table^lQ.14 shows that auMi-is:'' the case only for 4-year schools and 
f or 2-^year public schbolsT For the 2-year private schools, ^the effect is 
t:he opposite, and qui^e strongly so. Ixi any event, for both public 
school types, even though the direction of the effect is as predictedf, 
the. size of , the effect is ^very small and ndt statistically significant. 
Futtherm^re, in the case of 2^year public schools, not only is the 
predicted effect small, but, the result leaves both default rates (i.e., 
that . for schools using the USOE standard, and those using more 
restrictive standards) at vtefy high levels (hear 30 percent). 

Default Rates and the Cost of Education 
^ , . ^ ^ 

Earlier it was hypothesized that the higher the cost of education the 
higher the e^fpected default rate (all other things equal). Table 10.15 
shows that this hypotheses ds confirmed for- 2-year schools, but not for 
4-year schools or proprietary schools. 
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TABLE 10. ,14s 



NDSL DEFAULT RAJES, IN PERCENTAGES, PjOR DELINQUENCY DEFINITION 
CATEGORIES, BY INSTITUTIONAL LEVEL AND CONTROL: ACADEMIC YEAR 
1978-791/ 



USOE Standard 



More Restrictive 



Institutional Level and Control 



4-Yaar 4-Year 2-Year 2-Year Proprir 
Public Private Public Private etary 



15.1(19) 19.5(23) 31.0(6) 25.3(4) 
14.1(20) 12.4(19) 29.8(7) 9.3(3) 



42.7(1) 



Source: Institutional Site Visit Survey and 1979 FISAP File supplied by USOE* 

i/The number of observations upon which each default rate is based is shown* 
in parentheses next to the percentage in question. 



Since the influe'nce of the cost of education on the default rate is 
hypothesized to operate through the financial aid packaging mechanism, 
the default rate packagirig philosophy relationship is examined jdir^ctly 
on Table 10.15. The packaging plans presented on Table 10.15 are - 
categorized into five types,* which represent a collapsing of the nine- 
types presented earlier in Chapter 9:—^ 

Pack 1 ■ Nonreturnable Aid/Self-Help Ratio : institutions seek to 
equalize the ratio of grants to self--help support for all 
, students; 

Pack. 2 ■ Fixed Self-Help and/or Work : self-help (including loins) 

and/ or work are the first sources of aid that are packaged; 

Pack 3 » Floating Grants : all students receive some grant support, 
but no fixed ceilings or floors are established; 

Pack 4 « Grants Float or are Zei^o : siame as Pack 3 ex^pt that not 
all students receive' some grant support;^ and 

Pack 5 = No Established Rules : students are treated^n an >! 

individual first-come, first-served basis. / 



i^Specif ically , packaging types II, V, and VIII were dropped duei to a 
lack of observations, and the categories III and IV were combined. 
This same collapsing of packaging types is followed in Chapter 8 of 
Volume II of this report. ^ ^ 
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TABLE 10.15s NDSL DEFAULT RATES, IN PERCENTAGES, FOR COST OF EDUCATION AND 
PACKAGING PHILOSOPHY CATEGORIES, BY INSTITUTIONAL LEVEL AND 
CONTROL J ACADEMIC YEAR 1978-791/ 



Institutional Level and Control 



4-Yaar 4-Year 2- Year 2- Year Propri- 
Public private Public Private etary 



Cost of Education^ / 

Below the mean 15.4(20) 19.4(27) 31.6(6) 8.0(3) ' 42.7(1) 

Above the mean. 14.2(23) 14.2(23) 35.9(11) 26.3(4) 11.7(1) 

Packaging Type 

Pack 1 - 13.9(16) 19.6(16) 32.1(5) 27.4(2) 

Pack 2. 11.4(8) 14.2(9) 42.4(2) 

Pack 3 . 18.0(13)\ 17.0(11) 43.0(5) 11.9(2) 

Pack 4 17.7(2) 10.6(6) 28.1(4) 16.8(3) 

Pack 5 13;i(4) 23.5(6) 12.3(1) ^ 27.2(2) 



Source: Institutional Site Visit Survey and 1979 FISAP File supplied by "tlSOE 

1/The number of obaervationa upon which each default rate is based is 
shown in par.entheses next to the percentage in question. ^ 

±'The mean value used as the cutoff point was calculated -on the 
basis of ^11 the- schools in the NDSL sample, not just those for. 
which default rate^ could be calculated. ^ 

The pattern of financial aid packaging shown on Table 10 •IS is very 
mixed. For example^ default rates for 4-year public school.s are highest 
for those using packaging philosophy 3 and lowest for those using 
packaging philosophy 2, ^yhereas ^4^year private schools have t^he highest 
default rates in those schools with no packaging philosophy, and the . 
least in schools using packaging philosophy 4* When examining 2-year 
schools, two rather unique patterns are identified. In private ^-year " 
schools, packaging philosophy 1 has the highest average default rate and 
philosophy 3 the least. This is contrasted with 2-year public schools in 
which philosophy 3 is associated with high defaults and no philosophy * 
with the lowest defaults. 
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^ Clearly there may be some association between the costs of education 
and default ratesjL but the manner in which packaging philosophies are 
used as the mechanism for producing the. effect is unclear. Further 
analysis may serve to bring this to light. 

default Rates on the Level of Staff Effort 

) . 

Also described in the Issue section of this chapter was the concern 
that noncompliance with the guidelines (or, as we have learned to this 
point in the chapter', the ^'quality" of the compliance) is associated witl^ 
varying staff workloads which, in turn, influence the NDSL default rate. 
In order to test this relationship, a series of three measures of the 
financial aid office work effort were correlated with categories of 
default rates on Table 10.16. The first of these measures is the annual 
staff allocated to NDSL in terms of person-years. Table 10.16 shows the 
mean default rates for those schools above and below the average in 
pers&n years of NDSL staff effort. The hypothesis is that those below 
the mean should have higher default rates because of ,a lack of effort 
relative to those above the mean. In fact, for all public schools, this 
is the case» The second ineasure used is the number of weeks per staff 
person per year devoted to NDSL activities. Here again, as with the 
first measure of NDSL work effort, the hypothesis is confirmed for public 
sch'bols, but not for the 4-*year private schools. 

The third measure is slightly different in that a higher number of 
NDSL recipients p^r NDSL office worker should be associated with higher 
default rates. But again, a similar pattern emerges. The public schools 
confirm the hypothesis, while the 4-year private schools do not 
(although, as before, the^ f i^^es for this school type are very close) • 
In this instance, however, tomparative statistics for 2-year private 
schools are available which strongly support the contrary findings for 
the 4-year private schools. It is unclear at the present time why public 
schools should support the hypothesis, and private schools should not. 
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TABLE 10.16: NDSL DEFAULT RATES, IN PERCENTAGES, FOR LEVELS OF FINAJiCIAL' AID 
OFFICE STAFF EFFORT, BY INSXITUT^)NAL LEVEL AND CONTROL': 
ACADEMIC YEAR 1978-791/ 



NDSL FTE Staff 
Below the mean 
Above the mean 

NDSL Weeks Per Staff 
Below the mean 
Above the mean 

Recipients/NDSL Staff 
Below the mean 
Above the mean 



Institutional Level and Control 
} 



4-Year' 4-Year 2-Year 2-Year Propri- 
Public Private Public Private etary 



15.8(30) 15.6(27) 34.8(16) 18. 4(7) 27.2(2) 
12.5(13) 18.7(23) 28.8(1) 



15.15(34) 16.8(36) 34.8(16) 18.4(7) 27.2(2) 
11.7(9) 17.6(14) 28.8(1) 



14.4(36) 17.1(39) 32.8(12) 23.8(5) 27.2(2i 
16^8(7) 16.8(11) 38.3(5) 5.0(2) • 



Source: Institutional "Site Visit Survey and 1979 FISAP File supplied by USOE^ 

i^The mean values used for the cutoff points were cal.culated on the 
basis of all the schools in the NDSL sample , not just those for which 
default rates could be calculated. The number of observations upon which 
each default rate fs based is shown in parentheses next to the percentage 
in question. 



Profiles of Exttemea in Default Rates * 

To thii pointy analyses of default rates using th^^full set of 
observjs^tions have not produced many definitive answers. This may be duB 
to the influence of confounding factors that could not be accounted for 
through three- or four-way cross-tabulations (see the following section 
for a multivariate approach) or to weaknesses of the underlying 
relationship (as measured) due to the time dimension differences inherent 
in default raltes and program operations and compliance variables (see the 
discussion above). In order to strengthen the perception of impacts of 
selected variables on default rates, profiles of high default rate 
schools were compared with profiles of low default rate schools. To do 
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this^ the .paiferage characteristics of those schools with default rates 
below the 25th p^centile within each type of school were compared with 
the average characteristics of those schools of a corresponding type with 
default rates above ^ the 75th percentile. Because of a lack of 
observations^ 4*ye^r schools and 2^year public schools could be 

included in this analysis. ^ • 

Most of the figures on Table 10.17 show very mixed results. That is, 

the differences in the percentages of schools having the characteristic , 

I* 

(in some cas^ the mean values of the characteristic .itself ) are as 
likely to favor high-default sd^iools over lo^rdefault schools of one 
*s school type, as thej are to favor low-def^ij^ schools over high--default 
schools wh^ coasidering another school type. For exaapl^, the expected^ 
higher percentage of low-default schools use counseling at the time of 
the award than do high-default schod^a within 4-year schools, but the, 
opposite is found wi'thin 2-year public schools; Again, the higher 
default schooltf are found to have larger student enrollments within the 
public schools^) but lower studegj;. enrollments within the private schools. 

Some relationships on Table 10.17 are consistent across school types, 
but contrary to the hypothesized relationship. For example, the use of 
two of the contact media, letter ^n4 telephone, is associated more with 
hi^ default rate schools -than with low default rate schools, / 
Consistently across all school *types.'. Also, more high-default schools 
use coiaaercial firms to track delinquent borrowers than do low-default 
schools. 

In spite of these anomalies and "mixed findings, there are several 
items' for which the results are consistent across school types and 
compatible "with the hypothesized relationship. More high defiult rate 
schools are. of the mixed status fund type than -low-default schools, more 
of the high-default schools utilize the repayment plan which requires 
equal payments with full interest on the unpaid balance included in the 
payment and the residual of the payment going to principal (Plan 2), and 
more of. the low-default schools utilize periodic payments of graduated 
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size. Thus, the funding status of the school may have some impact on the 
default rate under certain circumstances, but the t3rpe of repayment plan 
seems to be a likely influence on the repayment propensities oL the 
students in all cases. ^* ▼ 

The low default rate schools seem to track a higher percentage of 
borrowers during the grace period regardless of school type, and the 
packaging philosophy of "Floating Grant's", seems to be associated in a • 
systematic fashion with high default ^rate schools; but the clearest 
association found on Table 10.17 is that between the workload of the 
financial aid office staff and the school default rate. That is, the 
■ ■ ratlTo of NDSL recipients to staff members is much higher for the high 
default rate schools than for the low default rate schools. This means 
that the effort devoted to the monitoring of each recipient on average 
(i.e., the quality of the procedure compliance) is much lower for high 
default tate schools and may^ in fact, be a significant contributor to 
the higher default rates observed. 

Multivariate Analysis of Default Rates 

In order to ascertain the net effect of the variety of potential 
explanatory factors presented on the NDSL default rates for the schools' 
sampled, a multivariate (regression) approach was instituted. Thrpugh 
this method it is possible to jointly consider a wide selection^ of 
potential explanatory variables, an attempt that is impractical using a 
cross tabulation approach. A series of three regression runs were made 
in order to identify the subset of variables which had statistically 
meaningful influence on the NDSL default rate. 

Table 10 •IS presents the results of the* three regressions. The 

column designated contains beta coefficients, which are the number 
of units of standard deviation of the default rate associated with a one 
standard deviation change in the variable in question. These beta 
\ coefficients are directly comparable among variables and represent the 
size of the contribution of each to explaining the variation in the 
default rate. These beta coefficients are unaffected by the units in 



10.36- 



252 



ERIC 



f TABLE 10.17: COMPARATIVE PROFILES (MEAN STATISTICS) OF HIGH AND LOW NDSL 
^ DEFAULT RATE SCHOOLS , BY INSTITUTIONAL LEVEL' AND CONTROL AND 

. NDSL DEFAULT RATE CATEGORY: ACADEMIC YEAR 1978-79 



Institutional Level and Control and 

'NDSL Default Rate" Categoryl / * 

4-Year Public 4-Year Private 2-Year Public 



Number o£ Students . 

Cost o£ Education ($) 

Selectivity 

Funding Status (Z) 
Self -Rot a ting 
Not Self-Rotating 
Mixed 

Packaging Types (%) 



Pack 
Pack 
Pack 
Pack 
Pack 



NDSL FTE Staff (Person Years) 
Recipients /NDSL Staff 
Length of Operation (Years) 
Prior Counseling (%) 
Contemporary Counseling (2) 
Written Contract Provided (%) 
Repayment 'i;ypes (%)^' 
Plan 1 • 
Plan 2 
Plan 3 
Registration Notice (I) 
Individual Exit Interview (%) 
Exit Interviews Missed (2) 
Students Tracked (^) , 
Media of Contact (%)£' 
Letter 
Telephone 
Telegram 

Package . 
Delinquent Tracking (%)!' 
School 
Conmercial 



High 
(N-11) 



Low 
(N-13) 



High 
(N-13) 



Low 
(N»14) 



High 
(N-5) 



Low 
(N-4) 



7418 
676 
904 

40.0 
40.0 
20.0 

36.4 
9.1 
45.5 
9.1 
0.0 
1.42 
1610 
16.3 
72.7 
45.5 
66.7 

9.1 
81.8 

9.1 
90.9 
54.5 
18.5 
78.3 

90.0 
40.0 
20.0 
20.0 

63.6 
72.7 



6592 
8270 
890 

23.1 
61.5 
15.4 

38.5 
30.8 
23.1 
0.0 
7.7 
1.80 
387 
18.9 
66.7 
66.7 
60.0 

15.4 
76.9 
15.4 
61.5 
61.5 
22.4 
83.8 

76.9 
15.4 
7.7 
38.5 

69.2 
53.8 



1029 
^591 
811 

8.3 
58.3 
33.3 

23.1 
15.4 
30.8 

7.7 
23.1 
0.94 

851 
18.5 
41.7 
50.0 
70.0 

41.7 
58.3 
16.7 
83.3 
72.7 
17.3 
58.6 

83.3 
16.7 
0.0 
66.7 

75.0 
91.7 



1297 
2628 
989 

25.0 
58.3 
16.7 

14.3 
21.4 
28.6 
21.4 

7.1 
0.75 

362 
14.7 
50. 0> 
66.7 
77.8 

25.0 
58.3 
25.0 
91.7 
63.6 
7.2 
.93.3 

58.3 
8.3 
0.0 

16.7 

66.7 
66.7 



5501 
476 
345 

25.0 
50.0 
25.0 

20.0 
20.0 
40.0 
20.0 , 

0.0 
0.66 

159 

11. ir^ 
25.0 
75.Q 
100.0 

75.0 

2510 

o.b 

100.0 
50.0 
6.3 
68.8 

75.0 
50. Cf 
0.0 
25.0 



1767 
386 
887 ' 

75.0 • 
25.0 
0.0 

24.0 
0.0 
, O.O' 
50.0 
25.0 
0.48. 
102 
9.8 
50.0 
50.0 
66.7 

50.0 
0.0 
50.0 
75.0 
100.0* 
35.0 
83.7 

50.0 
25.0 
0.0 
0.0 



25.0 66.7 
100.0 100.0 



Source: Institutional 'site Visit Survey and 1979 FISAP File, suppfied by USOE. 

i'^The NDSL Default Rate Categories of "High" and "Low" represent those schools 
above the 75th percentile and below the 25th percentile of NDSL 4efault 
rates, respectively. The numbers in parentheses represent the number of 
schools falling in each NDSL Default Rate Category and the number upon which 
the means of the table are calculated. 

l^Multiple responses allowed, ^ 
. * 10.37 . 
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TABLE 10.18: RESULTS OF MUJ.TIPLE REGRESSION OF NDSL DEFAULT RATE ON SELECTED 
' CHARACTERISTICS: ACADEMIC YEAR 1978-79 



Characteristic (i) 



Run 1 



Run 2 



Run 3 



Conmercial Tracing 
4-Year Private ^ 
2TYear Public 
2-Year Private 

^graduate Enrollment 
^ost of Education 
Selectivity 
>ack 2 
Jack 3 
Pack 4 
Pack 5 

NDSL Recipients/Staff 
Not Self-Rotating Fund 
Mixed Status Fund 
Years ijei Program ^ 
Prior j^ounseling 
Contemporary Counselij 
Writt/en Statement 
Plai/'2 \ 
Plah 3 \ 
No/ Exit Interview 
Pe^rcentage Tracked 
OE Delinquency Definition 
^No Legal Action 

— — ■ — ■ — ^ 



.142 
-.386 
.502 
-.004 
.378 
.643 
"^.383 
-^AOOl- 
-.175 
.126 
.294 
.168 
.385 
.119 
.088 
-.325 
-.108 
-.021 
.085 
-.075 
-.075 
-.182 

.099 
-.341 



0.77 
0.52 
4.48 
0.00 
1.99 
1.15 
1.73 
0.00 
0.61 
0.28 
2.29 
0.94 
2.16 
0.21 
0.18 
2.84 
0.31 
0.01 
0.22 
0.14 
0.13 
1.02 
0.32 
3.72 



-.195 0.73 

.515 15:36 

' .313 4.70 

.690 6w53 

-.605 14.75 

-.069 0.36 



.094 
.148 j 
.184 ' 



0.61 
1.79 
2.43 



-.092' 0.56 



.230 3.87 
■.218 4r32 



.529 20.61 

.297 4.59 

.535 10.19 

-.592 16.10 



.121 
.197 



1.31 , 
3.07 



■.225 , 3.92 
-.183 3.40 



Constant Term 
r2, r2 

Number of Cases / 
Table F-Statistics at 5% 
Table F^Statistics at 1% 
Overall F-statistics 



0.396 

0.70, 0.29 

X43 

F(24,18)-2.15 
F(24,18)-3.00 
1.73 



0.781 
0.57, 0.45 
. 54 

F(12,41)»1.99 
F(12,41)-2.65 
4.59 



0.748 

0.55, 0.47 

55 

FC8,46)«2.14 
F(8,46)-2.92 
6.97 



Source: Institutional Site Visit Survey. 

\ 
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which the variables are measured (i«eu, pounds vs. ounces) » but are 

• influenced by the size of the variation in the explanatory variable. For 
example, the raw cdefficient for a variable could be statistically 
significai^t^y different from sero, indicating that one can, with a great 
deal of confidence, believe that the variable influences the default 
rate; but, if the variable in question does not vary much (its standard 
deviation is small relative to its mean), then the beta coefficient will 
be correspondingly small. ^ ' 

The column designated F^ contains the; F-statistic for the 
coeiEficient^ In general, a calculated F-statistic that is greater than 
its "table value" indicates that the probability of the true value of the 
coefficient being zero is less than the probability to which the table 
value refers (generally .05 or .01). The table value for the F-statistic 
will change depending on the number of observations for the regression 

* and the ntimber of explanatory variables used. Table, values for both the 
five percent level and the one percent level are shown beneath each 
column. * 

Other statistics at the bottom of each column of Table 10.18 include 

. the raw value of the equation's constant term, the coefficient of 

2 2 
multiple determ|.nation (R ) and its adjusted value ), the nimber 

of cases upon which the regression was based (as the specification 

charfges, the number of schools reporting information on all specified " 

variable^ changes), the table values of F-statistic at alternative 

confidence levels, and the overall F-statistic for the entii;e 

2 

regress ion • The R is the proportion of the total variance in the 
default rate explained by the regression. The adjusts R^ to 
account for the number of variables used in the equation. This 
adjustment is made because the R^ increases by definition whenever an 
explanatory variable is added and this can be misleading if R is used 
to judge the goodness of fit. This adjustment is not necessary as the 
number of observations becomTes large. The last item is the overall , 
F-statistic which essentially is an overall test of the significance* of 
R^, or the significance of the explanatory power of the total 

• • •.■ ■ 
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regression* The meanings of these statistics will become clear as they 
are used to analyze the results of each of the three regression runs, 

A total of 24 vcariables were used in the specification for Run !• > 
These variables were selected on the basis of their performance during 
the various analyses, and provide the universe from which the final set 
shQuld be chosen. total of five of these variables had significant 
coefficients (at the five percent level — only two -at the one percent 
level): .2-year public schools, no packaging philosophy, not self-rotating 
fund status, counseling prior to award, and not taking legal action. In 
. every instance, the betd coefficients were 0^3 or above, and the signs 
explainable, if not predictable. 

For exanq>le, 2-year public schools have been shown to have ftigh 
default ratea in general, md a large positive beta coefficient is 
observed. The tack of a syWematic packaging philosophy (Pack 5) 
contributes towards higher default rates, as does the failure to achieve 
self-rotating status (although the dii^-ection of the causal ."arrow" in 
this case is in doubt). Prior counseling is associated with a. reduction 
in the default rate, as expected^ Those schools which never take legal 
".action against delinquents have significantly lower default rates, which 
may be due to either the effective use of other techniques or the lack of 
a delinquency problem. 

Overall^ the results of Run 1 were interesting, but not startling. ♦ 
About 30 percent of the adjusted variance was explained by the 
regression, but the overall F--atatistic shows that the (and R^) 
are not statistically different from zero. In an effort to improve the ^ 
explanatory power o/ t(fe regression, the number of variables was reduced 
to 12. That is, the five variables with significant beta coefficients 
were retained, along with seven variables whose beta coefficients were 
relatively large although not significant: 4-year private schools (which 
seemed to have lower default ratea on average), undergraduate enrollment 
size, the cost of education, student selectivity, one of the other aid 
packaging phiJcsophies, the NDSL recipient load per stafi member, and the 
percentage of borrowers tracked through the grace period. 
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The results of this second run (Run 2) are also shown on Table 
10.18. The R was substantially improved (about, half of the total 
variances is explained by the regression), and the overall F-statistic 
indicates that the explanatory power of the overall regression is 
statistically significant (at both .the five and one percent levels). In 
addition, seven of the twelve coefficients are significant at the five 
percent level, and six at the one percent level. Obviously, some 
coefficients becaaje statistically significant which were insignificant in 
Run 1: percentage of borrowers tracked through the grace period, student 
selectivity, cost of education, and undergraduate enrollment. At the 
same time, however, prior counseling and the lack of an aid packaging 
philosophy lost their Statistical significance. The other aid packaging 
philosophy (Pack 3) and the dumo^ variable for 4--year private schools 
retained insignificant coefficients* 

/• _ * 
Therefore, in specifying the third and final regression (Run 3), it 

was decided to droji all of the packaging philosphies, the dxmmiy variable 

for 4-year privates, and prior counseling. At the same time, it was 

decided to retain one variable with an insignificant coefficient (NDSL 

recipients per staff member); because of its performance in the analysis 

of Chapter 5, and because of its "near significant" F^statistic. Thus, 

Run 3 contains a total of eight variables. 

Table 10.18 shows that all but one of the eight coefficients in Run 3 
are significant at the one percent level. The one exception is the NDSL 
recipient load pefr staff member, with*its small and insignificant 
positive association with default rates. The goodness of fit improved 
marginally, but the statistical significance of the explanatory power of 
the regression improved substantially. No sign changes are observed, 
although a definite pattern of contribution to the default rate is 
evident. Specifically, the cost of education and association with 2*year 
public schools are both strongly and positively associated with default 
rajues, with undergraduate enrollment and not achieving self ^rotating fund 
status having a somewhat less strong, but still significant, positive 
impacts. 

I 
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In Chapter 5, it was clearly shown that larger schools (i.e,, schools 
with larger undergraduate enrollments) had more efficient operations in 
the sense that, because of economies of scale, more ai^d^^eipiants could 
be. handled by each financial aid office staff member v^""T^e results of the 
pre s^jj^ investigation indicates quite strongly, however, that some of the 
observed economies of staffing may be ^alse economies in that some of the 
increased load on the staff is j beyond nc^rmal scale economies and is 
likely to contribute to higher NDSL default raCei* This conclusion is 
exacerbated by the fact that, in thos% schtools with larger undergraduate 
enrollments, the^ financial aid office often\has the added responsibility 
of handling,. Che financial aid for the gradual school as well as the 
financial aid for other parts of the school (e^.g,, law sch^l) which is 
not reflected in the figures presented in thisNstuay. 

The positfive association of the cost of education with NDSL default 
rates is expected, all other things the same, because of the added 
financial burden. placed on students (and parents) by\high*co3t 
institutions^ Nqt only are students more likely to need financial aid, 
but they are more likely to include loans as part of the aid package (see 
Chapter 3, above) and the size of the loans are likely to be larger. All 
of these factors would theoreticallay increase thej probability of a loan 
default* . • \ * • ' 

Count arbalancing to this somewhat is the strong and significant 
negative impact of student select ivity*on the default rate* That is, the 
average^of the SAT/ACT scores of the a4initted students is negatively 
related to the default rate of the institution. Also contributing 
negatively "^to the default rate . is the percentage^f borrowers tracked 
through the grace period (i.e., the more borrowers successfully tracked,- 
the lower the default rate), and the lack of legal action on the part of 
the school.^ ' , 

Student Vs; School Contributions to the Default Rat? 
1 , 1 

In concluding this analysis of the NDSL program and the schools' 

compliance with regulatory guidelines (and the consequent imt>aC't on NDSL 

default rates), it is appropriate that some attempt be made to identify 
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those factors which are controllable by the institutions, and which i * 
appear to influence the NDSL default rate* Of course, all loan 
delinquency ultimately steins from the choice of the l^orrowef not to repaj/j 
the loan (some for good reasons knd soriie not), but many pf these choices j 
can be forestalled or altered by actions .taken by the ^hool. Therefore, 
\f such actions of the schools ^can be identified, appropriate policies 
can^e"^ developed to lower^^tiii^ NDSL default rate, ' 

Among the eight factors identified in Run 3 of Table 10 •IS, ther.e are 
some obviously school-based actions which can alter the default rate. 
One is the tracking of borrowers during the grace period. More effort in 
this direction will tend to reduce the ultimate level of NDSL 
delinquency. Another is the cost of .education, . Most schools have i 
alternatives to tuition and fees as funding sources^ and t!^^ should be ^ 
aware of the impact on the NDSL default rate of 'Selecting this funding 

source as the institutions* costs of production increase. 

* " • ' ' 

Most of the factors identified, however, are not as straightforward 
in their interpretation. For .example, not taking legal action is clearly 
associated with lower NDSL default rates and is also clearly an activity 
undertaken by the school, but whether no legal actidn is a cause or a 
consequence of low default rat^s is unclear £rom the analysis as 
presently configured. Much the same type of conclusion is arrived at 
with respect to the achievement of self-rotating NDSL fund status on the 
part of the school, '^'A&hievement of this status is. associated with lower 
default ra^es, bti^ the causal direction is unknown. 

The selectivity category of the school is in iaany respects under the 
].ong-run q^pntrol of the institution through admission polities and the 
quality of education supplied By the school*. However, the school's 

olicy and its impact on the default rate^ are remote, so that the most 
appropriate interpretation here is that this variable is student-related 
rather than school-related. The more capable students are more likely to 
be in a position to repay tl^ loan than less capable s.tudents. On the 
other hand, the size of the undergraduate enrollment is al^o the result 
of a long-run policy of the ins t/i tut ion, but in this case the impact on 
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the default rate should be classified as school-related* It was 
suggested above tKat this variable is a proxy for the adequacy of 
financial aid office staffing (capturing the intended impact of NDSL 
recipients per staff member) , and that high default rates are' the result 
of inadequate staffing (even .recognizing that legitimate economies of 

scale* are probably operative* in schools with large student enrollments). 

> 

The last variable of 2-year public schools, however, is more 
difficult to designate as a representative of either ^ student'-based or 
institution-based factor, ^rom the gross statistics, it was clear that 
2-year public schools had higher average default rates as a class, and 
membership in this category of schools has continued to be significantly 
associated with higher NDSL default rates throughout the multivariate 
ana-lysis. Some of the impact may be school-based in that all of the 
vocational-technical schools are included ia this category, and these 
schools traditionally have lower "articulation" rates (i.e., fewer 
students continue* on to* upper level education). On the othSr hand, there 
may be significant differences. in the composition of the student bodies 
and/gv NDSL recipients of these schools which would tend to make the 
impact on the NDSL default rate student-baped. 

In order to approach this question, an attempt was made to identify 
systematic differences in the characteristics of the undergraduate NDSL ^ 
recipients between 2-yea'r public schools atid all othet school types, 
using data from the student survey. The results of this effort are 
presented on Table 10.19.' While a large number of recipient (or 
recipient^associated) jchai;acferis tics were compared, only those, which are 
significantly 'different, at least the five percent level, are presented. 

Some of the characteristics compared can be directly associated with 
the NDSL recipients in the schools. For example, NDSL recipients in 
2-year public schools are significantly older on average than recipients 
in the other school types — including the 4-year schools. This may be a' 
reflection of the yddational-technical schools being included in the 
2-year public school category, Futther, the NDSL recipients in^2-ypar 
public schools have lower taxable incomes (representing earning power). 
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TABLE 10.19: COMP/^RISONS OF SELECTED NDSL RECIPIENT CHARACTERISTICS 
mlJEEN TWO-YEAR PUBLIC AND ALL OTHER SCHOOL TYPES: 
^DEMIC YEAR 1978-79 ♦ 



Characteristics 


2-Year 
Public 


All Other 
Schools 


F- 

Statistic 


NDSJi Award Size ($) 
NDSL Award /Budget (Z) 


404 

12.6 • 


660 
. 16.9. 


11.43 
5.18 


Unpackaged Need ($> 


1,122 


617 


7.14 


Unpackaged Need Budget i%) 


16.3 


3.5 


4.94 


Age Categorjr ( Index)!/ 


2.2 


1.8 


17.54 


Expected Family Contribution ($) 


2,194 


938 


5.36 


Living Expenses ($) 


>4,736 


2,791 


14.93 


Living Expenses Budget (I; 


OO • 0 


63.8 


32.90 


Net Price/Budtret (%) 


63.7 


55.1 


5.47 


Taxaoie incoine vy^ 


ft (117 


10,815 


5.13 


Nontaxable Income ($) 


1 , 355 


904 


,5.33 


Table F-S tatistics: 


F(l, 
F(l, 


143) at 5 percent- 3.91 
143) at 1 percent- 6.82 


Source: Student Survey. 








1^1 « younger than age 21 
• 








2 * between ages 21 and 25, 


inclusive 






» 

, 3 » older than age 25 

> 

it 
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These recipients also have higher nontaxable incomes, which largely 
compensate for the taxable income difference while in school. The 
problem is that much of the nontaxable income is not available following 
school when the. loan is to be repaid* 

The remaining significant factors are centered either on a 
combination of recipient and school characteristics or on the makeup of 
the financial aid package. In the first category, it is observed that 
the living expenses of 2--year public school NDSL recipients are higher 
than in other schools and, further, that such living expenses are a 
greater percentage of the student budgets in these schools. This is due 
either to the special location and nature of these schools or to the 
added family living expenses to be expected of older students. 

In the second category, the 2-year puSlic school NDSL a^^ards are less 
on average (knd a smaller percentage of the student budget on average) 
than those for other school types^, which would ordinarily lead one to 
believe that the probability that the smaller NDSL will be repaid would 
increase.' To €he contrary, however, these small loans are reflective of 
a packaging philosophy which significantly increases the financial burden 
on the NDSL student recipient and decreases the probability that the NDSL 
will be repaid. For example, the amount that the family is expected to 
contribute to the support of the student in 2-year public schools is over 
twice as. large as in other school types j that part of the student budget 
not covered by expected family contribution and packaged aid (both in 
absolute terms and as a percent of. the student budget) is significantly 
higher for 2-year public schools; and the burden to the student in 
covering the budget (called the "net price" and composed of all loans, 
work, and unpackaged need) is higher as a propo^rtion of the budget in 
2-year public schools. Clearly, in view of these findings, the 2-yeat 
public school ccjefficient in Table 10.18 represents predominantly 
nonstude^nt-related activities. 

At first glance', it appears as if the problem is that the NDSLs are 
too small in 2-year public schools. This statement assumes that a small 
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. * if 
NfiSL places a large immediate financial burden (i.e., net price) to the 
student while in school, which has an impact on the borrower's ability to 
repay. This hypothesis is only partially true, because increasing the 
NDSLs actually serves only to change the composition of the burden or net 
[xrice to the student borrower (e.g., shifts the burden to NDSL and from 
GSL) and does -not reduce it. It may increase the focus of the borrower 
on this component of the net price during the repayment period and 
thereby .-reduce delinquency, but this effect is likely to be marginal. 

Rather, the real prbblem is the inflated size of the net price in the 
first place. This means that the amount of the nqnreturnable aid is too^ 
small. It is too small because the BEOCf budget formula penalizes 
students in schools associated with high living expenses and for tuitiorf 
and fees (2-year public schools). They are penalized because the allowed 
living expenses are limited and tuition and fees are not limited in the 
BEOG need calculation formula. The 2-year public schools thus lose on 
both scores. The half-cost provision of the BEpG regulations then, of 
course, am1>lifie3 the problem. Finally, the difference logically could 
be made up by SEOG funding, but the calculation of the need upon which 
the SEOG allocations to the schools are bS^ei, favors high tuition 
schools^i.e. , they look "needier'* under the BEOG formula) and penalizes 
the high living cost schools. 

It is sad to note ^hat, under the presents rules, it may be difficult ^ 
to get the SEOG aid to the students of 2-year public schools even if the 
allocation formula were not biased, because of the SEOG« matching aid 
requirement. These schools just do not ftave the inst itut jlonal aid 
support that other school types have^with which to provide matching funds. 

In any event, while the 2^year public school coefficient in Table 
10.18 is not student-related, it is also not school-related. Rather, it 
is largely program-related . Nevertheless, considering all of the 
regression results, on balance,' the factors identified in this analysis 
are achool-controllable. That is, the factors contributing to the high 
default rates for NDSLs are largely attributable to actions of the 
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schools. Considerabie care must be exercised with these findings, 
howe^r, since, in spite of the high levels of statistical significance 
obtained, only about half'of tiii^"*vahriation in NDSL default rates have 7 
been explained. That is, the analysis, has reached clear conclusions with 
respect to only about half of the problem. So, while some policy actions 
may be readily evidfent, they can be-axpected fco solve only part of the 
problem; and the search f or^he causes of, arid Isolutibns to, the 
remaining part of the problem needs to continue. 
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STUDENT INFORMATION 

INTRODUCTION 




Thi^ financial aid community — professional ass^^ciationsy financial aid 
administrators 9 State aid commissions > -student groups — have traditionally 
Utilised their own expertise to develop innovative methods for 
disseminating information on student financial aid. The Office of 
Education, a relative newcomer to this area, has attempted to improve the 
qualit;y of available student information services in order to maximize 
the impact of the Fedei;^l support program^. This concern for the 
availability of student information arises as one attempts to comprehend 
the complexity of the system pf financial aid. Without some under- 
standing of all of the various kinds' of financial aid and the rules for 

tbair usQt students cannot be expected to make an informed decision on 

• * • 

whether or not to enroll in a • post secondary institution. 

Students need •'informat ion on financial assistance throughout their 
scholastic careers to make a series of crucial decisions regarding their 
pursuit of postsecondary education. Although this is- an ongoing process, 
there are certain ^^t^^Ji^s when the availability of information is 
especially critical. As high school students attempt to decide whether 
or not to Attend a postsecondary school and, subsequently, which -school 
they will attend, their need for accurate, comprehensible information is 
great. For the most part, entering students must rely on their high 
school guidance counselors and the admissions offices of the post- 
secondary institutions they contact to provide information on the 



/ 

11.1 



265 



potentiAl availability of student financial aid. For th(?se students who 
defer their decisions to attend a pos tsecondary school, the institution 
itself may be their sole soui^e of ^uch information. * ^ 

Continuing students usually interact more directly wi^h local 
financial aid offices to ob.tain information regarding the^ determination 
of their eligibility and the extent of their awards as well as to meet 
their counseling need^. - Recipients of assistance must a^o rely on the 
aid office to apprise "ttiem^f changes in gtudent financial aid programs 
and to maintain their financial aid records in good order. Many 
recipients will also require information on their financial -aid situation 
upon complexion or termination of their education. In particular, 
students whQ have secured loans in order to finance their educatigtt must 
"be informed of their rights and obligations with regard to repayment. 

At first glance, the process of information dissemination for student 
financial aid appears to be strictly decentralized. Out of necessity, 
the bullj: of the responsibility for the provision of info^ation must ^ 
placed at the local level where contact with the "consumers" can most 
^readily occur, ^is does not reduce, however, the need for hig^l school 
counselors, institutional aid . off icers , and ultimate sponsors of .student 
aid programs (e.g., states. Federal government), to supply accurate, 
descriptive information. 

THE ISSUES OF CONSUMERISM ^ 

The Federal government's recognition of the importance of student 
consumerism was an outgrowth of a variety of influencing factors. 
Traditionally, a great deal of financial aid information was disseminated 
by persons whose prime responsibilities were other than financial aid 
("e.g., admissions personnel, high school Counselors), and frequently 
these persons did not fully understand the system they were attempting to 
explain. Furthermore, the rapid development, periodic changes, and 
intricacies of the^programs made them increasingly difficult for these 
unspecialized individuals to master. Another contributing* factor to the 
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. rise of student consumerism was the pressure exerted by student lobbyists 
J who believed' that many schools had been negligent in providing students 
wi th a "f^ll disci osure of financial aid policies^nd procedures. 

In response to tJiese needs, the Student Consumer Information 
Requirements , which established rules and procedure^for postsecondary 
schools concerning the provision of information to students on financial 
aid, was published in 1977 by the Office of Education, based on the 
Education Amendments of 1976 • These regulations stipulate that an. 
institution must furnish all of the following information upon request: 

• 'the student financial assistance programs available to enrolled 

students, including information on the Title IV (BEOG and Campus 
^ " Based) programs in which the school participates, as well as 

state and -institutional programs; 

• the forma and procedures by which students apply for aid, the 
student eligibility requirements, and the criteria used by the 
institution to select financial aid recipients and determine 
award amounts; « y 

• the- requirements for continued eligibility under the programs; 

• the rights and responsibilities of students receiving Federal 
grants and loans; 

• the means and frequency by which the funds are disbursed; 

the institution's definition of "maintaining satisfactory 
progress" in order to continue to receive financial aid funds, 
and how^ students who have dropped below this standard may 
reestablish eligibility; 

• the terms of loans and sample repayment schedules; 

*• the-r§rms which apply to affy employment extended to the student; 

• the cost attending the institution (i.e., tuition and fees, 
books and supplies, room and board, and any additional program' 
costs) ; 

• the institution's refund policy; 

# -V, the academic programs offered by the institution; 

• * data on student retention at the institution; 

thej number ancf percentage of. student^ completing a particular 
program, if available; and 



the titles of the individuals to be contacted for more 
information and the ways in which each can -be reached. 
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Finall^, the requirements mandate that each institution must have an *^ 



employee, or a group of employees, 
all students obtain information. 



available on a full-time basis to hel 



This requirement, however, may be 
waived for an insti^^tion too s^jg^ to need a full-time employee 

These requirements have led many institutions to produce financial 

aid handbooks, a number of which were collected during the course of 

the site "visits^ Upon examination, it appears that while some of these 

materials* dtT an outstanding job of explaining student financial aid at ; 

their schools, the diversity of presentation and treatment is quit'e 

broad. This issue will be discussed in greater detail later in this 

♦ 

.chapter. 

\* 

Other Informati^on Initiatives by USOE 
« 

The Federal government also publishes its own information materials 
which outline the whys anS** wherefores of the Federal student aid" 
programs. Many institutions employ these publications in combination 
with others provided by state ageiftcies or private sources thte' basis 
for their information dissemination e^fforts.^ As noted above, 
institutions also may^CKoose unique, independent approaches to student 
information by developing* and publishing their own materials . ^ 

The Division of "Training and DissenTijiat ion of the Bureau of Student 
Financial Aid at USOE, by far the most prominent source of Federal 
information, has launched a campaign to advertise the availability^^ 
Federally funded studenjj^assistance programs. Directed primarjLly at the 
hi^ school population, this effort includes the distribution of posters 
containing a pocket with Basic Grant applications, and distributing 

■ r . . . • . ' ^ ^ 

student financial aid fact sheets and a brochure entitled "Federal 
Student Aid: Where Do You Fit In?" to 25,000'high sch3bls, public- 
librariejs, coaamOTity organizations, and Social Security Administration 
offices [throughout the nation^ A toll-free Wide Area Telephone Service 
(WATS) njumber is al^o* maintained by an independent contractor in'order t 
provide general program information and respont^ to speicific inc^uiries 
concerning the completion of Basic Grant applications* Finfi^lly, a- 



i^Bureau of Student Financial Jdd Bulletin. USOE2 February 1978, p» 5. 
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publication listing institutions which participate in the Caiapus Based 
programs has been distributed to Jhigh schools and to lending institutions 
across the couatry* 

The Division also promotes better understanding of financial aid 
programs among secondary school personnel through training projects. One 
component of this effort has been the development of a Basic Grant 
slide/cassette. presentation! distributed to 23, 600 h igh. schools. This 
has drawn a very favorable response, and* there are plaijs to make the same 
material available as a filmstrip. Secondly, sets of workshops, 
sponsored J:>y a consortium of professional associations (the National 
Association of Student Financial Aid Administrators (NASFAA), the 
American Personnel and Guidance Association (APGA), and the National 
Association of College and University Business Officers (NACUBO)) have 
been provided for high school counselors and postsecondar/ administrators 
of financial aid. The purpose these workshops 1^ to foster expertise 
among these individuals and to help them provide accurate information to 
prospective aid recipients • 

Finally, the Bureau has produced and disseminated public service 
television announcements advertising the Basic Grant program. For the 
1980-81 academic year, a new set of television advertisements has been 
produced using animation, familiar personalities, and a generally 
"soft-%ell" approach* Through these announcementS'f'lJSOE hopes to catch 
the eyes of prospective aid recipients and to make them aware of the ^ 
availability of VStudy Money." 

The Role of the Institutions 

The ultimate responsibility for the dissemination of information on 
studendlif inancial assistance lies primarily with the institutions* They 
are the^bcal point of the financial aid system, due to their role as the 
direct burs er of aid dollars. Furthermore, institutions have a vested^ 
ittter^JHin ensuring that their students receive all of the financial 
assiflHice for Which they are ^eligible , sinc^ a significant portion o^ 
the revenues which schools receive for tuition, fees, and on--campus 
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housing andk^^ard are derived from the financial aid dollars awarded to 
their studAtl, To assur.e that students yfinance their educational costs 
as effectively as pjs/ssible, financial aid offices must provide students 
with needed counseling and information. 

RESULTS; USES AND SOURCES OF INFORMATION 

• - TTie Use of Media 

The Student Consumer Information Requirements, detailed above, have 
• ^ ■» 

spurred the design and distribution of an array' pf publications sponsored 

by individual institutions* A wide range of dissemination activities 



have been tried by institution^^ in their attempt 



to comply with the 



regulations • However, as noted earlier, these local interpretations have 
manifested themselves in inconsistent degrees of quality and « 
comprehensiveness. The actual materials utilize^ by institutions to . 
infopn students about financial aid range from r4ther small sections 
buried in school catalogues, to separate brochure^ and pamphlets which 
address^^^^all of relevant issues of student financial assistance in a 
straight for^^d, compr^ensive, attractive manner. An example of the 
latter is a large public university's financial aid packet whiy<:h goes 
considerably above and beyond the ^minimum Federal requijrements by 
including an aid application, an explanation of thg^^g^h oo 1 ' s aid 

packaging philosophy, a summary of the need analysis process for aid 
applicants, and examples of estimated family contributions. 

Despite att^pts by various offices x^ithin USOE to disseminate 
information on student financial aid programs, lata collected from the 
institutions in this study reveal that nearly one-third of the schools — 
31 peiftent — make little or no explicit use of the materials provided by 
USOE or other agencies. On the other hand, 20 percent do use literature 
provided by USOE, and 14 percent use other materials from Federal and 
state governments as supplements that are incorparated into their own 
materials.' 
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In order to dissemnate information to students at a particular 
institution, an aid officer can use a variety of . different appifoaches. 
Ideally, aid officers would be expected to provide information in the way 
which would best suit the*^ student population at their individual 
institutions* In practice, though, fiscal^^ time, motivational, resource, 
and/or talent considerations govern their ability to develop and 

implement effective information services. Over 90 percent of the ^. 

• • • . ' ^ > ** 

institutions utilise brochures ahd/pr pamphlets in order to infora^ 

students about financial aid* Financial aid fact sheet3 are furnished by 

most of the schools (762), and many (60X) also publish information in 

student newspapers. To reach prospective. students^ most schools (84%)- 

send representatives, usually admissions' officers, to meet with high 

school seniors, at which time the issue of financial aid is addressed. ^ 

Furthermore, about half of the schools mail letters containing 

information about available aid programs- directly to high school 

seniors. More than one-third of the schools^ tlote that they use 

telavisiori or radio spots to inform students about their institutions ahk 

the available student -^jlj^programs. Othet vehicles for publicizing 

financial aid include! "outreach" speeches, seminars, anc| workshops 

(used by 23%); school catalogues (15%); bulletin board announcements and 

posters (8%); placing advertisements in local newspapers , and personal 

interviews (5% each)^ A few schools, also mentioned that they mail 

letters to the parents of prospective and enrolled students. Others 

counsel students concerning financial aid at the time students register 

for their classes. Finally, three percent of the schools (five 

institutions) reported that they take no measures to inform students 

about financial aid. 

Application Forms 

Perhaps the most basic information serviceman institution can provide 
is to furnish applications for the* f inanc^^^l aid programs fon which a 
student may be eligible. How individual institutions choose to 
distribute the forms is a ma'tter of institutional discretion. Of the 
schools participating in the site visit survey, the majority (83%) make 
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Basic Grant application forms available in the financial- aid c^^ice and 
make an effort to inform students about this* About one-third of the 
schools also report that the forms are available at other campus 
^ locations, sufch as the student union or library. As part of an overall 
.recruiting str^egy, one-*third also indicate that all incoming students 
. receive the necess^iry application forms. Finally, a few schools note 
that whijj^ B^sici Grant application forms are available at the financial 
aid office, no efforts are^^ni^de to disseminate them or to advertise their 
availability* 

For those students who wish to apply for a Basic Grant, a substantial 
number of schools (62/^) supply them with the College Scholarship 
Service's Financial Aid Formf almost as many use the BEOG application J 
form (59%).. The American College Testing (ACT) Service's Family 
Financial Statement is distributed for this purpose by far fewer 
institutions ile stiji others use state application f(Orms or 

follow the recoBjnendations of their own private need analysis services.' ^ 
In practice, ''the advent of the Multiple Data Entry (described in Chapter 
7) systeul appears to^ have limited the number of forms in use at most 
institutions. 

■• 

*■ . * 

, The Role of the Student ^ * . 

Ultimately, it is the* student who is the intended beneficiary of the 
information dissemination efforts undertaken by schools and government . 
agencies. The initial step for a potential aid recipient is his/her 
• interface with the aid application process. As p a^r- t - ctf the data 
collection activities, students were asked where they obtained their 
financial aid application forms. As 'Table 11.1 illus ticates , there is 
almost a universal response, to this item, except in the proprietary 
schools. In descending order of importance, the top three sources of aid 
applications named by students arei^ » 

#• the school attended (particular/ly the aid office) which 

typically accounted for about 35 p&rgent of the responses; 

• theit high school counselor (approxim^ely 10-20%); 

• and the two leading scholarship services, ACT and CSS (about 

io%). 
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TABLE 11.1: 



RANK ORDER OF WHERE STUDENTS OBTAINED THEIR FINANCIAL AID 
APPLICATION FORMS, BY LEVEL AND CONTROL OF INSTITUTION: 
ACADEMIC YEAR 1978-79 . ' ■ 



Top Four Locations Where 


Institutional 


Level a^d 


Control • 


\ 

\ 


Financial Aid Applica- 
tion Forms are Obtained " 


4-Year 
Public 


4-Year 
Private 


2-Year 
Public 


2-Year 
Private 


Proprie- 
tary 


Financial Aid Office/ 












Other Location on 
^ Campus 


1 


.1 


■ 1 * 


r . 


1 












High School 


• 2 


2 


2 


^ 2 


2 


ACT/CSS 


3 ' 


3 


3 


3 


6 


Lending Institution 


4 


4 


• 6 


.5 ' 


3 



< 



r 



With regard to family mtome, th/e moat significant finding is the 
increasing importance of the bank as^'a leading location for obtaining 
application forms as income" increases (see Table 11.2). Again, this/can 
be attributed to a heavy reli^ce upon Guaranteed Student Loan* among 
students in tfiie upper income brackets ♦ 



TABLE 1L2 



r •• • ' 

RANK ORDER OF LENDING INSTITUTIONS AS LEADJjSTC SQISGES^^JJE^' 
FINANCIAL AID. APPLICATION FORMS,- BY INCOJfELEVEL AND LEVEL AND 
CONTROL OF INSTITUTIONS: ACADEMIC YEAR 1978-79 



Family Income of 
Dependent Students 




Institutional Level 


and Control 


4-^Year 
Public 


4-Year 
Private 


2-Year 
Public 


2-Yaar Proprie- 
Privite tary 


$0-$6,000 . . 


8 


6 ' 


7 




. $12,000-$18,p00 


>6" 


5 


5 


9 3 . • 


$25, 000-$ 30, 000 


4 


3 


4 


■ 9 3 



Source: ^^udent Survey. 
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Proprietary school students reported' similar access to applications with 



regard to the' two top locations; £or these students, hpwever, lending ^ 
institutions are the third leading location. Presumably,- this is a 
ires^lt of their greater dependence upon the Guaranteed Student Loan 
program, cpmbined with the-ir limited access to Campus Based funding. 

Data were also collected frDm students with regard to the specific 
aid applications they submitted (Table 11.3) and whether they received 
any assistance in completing the forms. As reflected in th6 following 
tables, exclufiing the 4-year private institutions, there is an 
overwhelming proclivity for students to complete'^Ba^c -i^rant application 
forms regardless of whether or not they sought any assistance. The 
proprietary schools,^ in particular ^ exhibit, a heavy reliance on the BEOG 
'application form. In part, this is due to the fact that these 
insti^utioxts frequently do not participate in any of thd Campus Based 
programs • By and large, students attending ^^-year private institutions 
tended to use the College Schoj^ship Service's Financial Aid Form, the 
American College Testing Program's Family Financial Statement, or the 
PennSjrlvania Highet Education Assistance^ Authority application. Although 
the forms obtained from banks were used infrequently in- applying for a'id, 
they were utilized primar iljS f or 4^year private and proprietary, 
inst^itutions . This i-^ likely due to the higher cost of attendance at 
thes^ schools . ■ • ' 

Wi^th respect to obtaining assistance in completing their financial 
ai^applications: (Table 11.4), 13.1 percent of the- students reported ^that 
someone else completed the forms for their signatures, 45.2 percent 
Indicated that another party assisted them in generating the necess.ary 
information, and 41.7 percent noted that they received no t^ 
former instances,' this service was generally provided by a family memlj^r 
(75.7%) or the financial aid office at the school they attend (21.6%). . 
Of those students reporting "other" , their high school counselor 
accounted f or*. fhe' majority of responses (73.6%). That so many students 
sought some form of assistance* in completing their applications for aid * 
underscq^res the complexity of tha process and the necessity for 
additiojial . counseling on this matter • ' . . 
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TABLE ir.3: 



APPLICATION FORMS SUBMITTED BY STUDENTS REGARDLESS OF WHETHER 
THEY OBTAINED ANY ASSISTANCE, BY LEVEL AND CONTROL OF . 
INSTITUTION: ACADEMIC YEAR 1978-79 



Institutional Level and Cotitrol 



^ Form Type 


4-Year 
''PuBlic 


4 -Year 
Private 


2-Year 
Public 


2-Year 
Private 


Proprie- 
tary 


Institutional 


14.2. 


21.7 


8.6 


11.0 


9.1 


BEOG 


56. 9> 


34.2 


55.6 


54.9 


76.5 


. CSS/ACT/PHEAAi/ 


27.2 . 


40.6 


34.7 


31.6 


10.8 


. State ' 


0.04 


0.03 


0.13 






Private 


0.18 


0.23 


0.18 


0.36 


0.18 


. Other (Fed'eral) 


0.06 


0.09 


' 0.22 


0.75 


0.11 


Lending. Institutiori 


... 1.2 


2.9 


.39 


1.1 


3.1 



Source: Student ^Survey. ^ 

A/pen'ttsylvania'Higher Education Assistance Authority. " 

TABLE 11.4: LEVEL OF ASSISTANCE RECEIVED BY STUDENTS IN COMPLETING THEIR AID 
APPLICATIONS, BY LEVEL AND CONTROL OF INSTITUTION: ACADEMIC YEAR 
19J,8-79 , H 



ALL 
'\ SCHOOLS 



Institutional Level and Control 



4-Year' 4-Year 2-Year 2-Year • Proprie- 
'Public . Private Public Private tary 



Someone else • 
completed 

Someone else 
assisted 

No assistance 
received 



13.1 

45.2* 

41.7 



46.1 46.4 
10 .3 13.0 
43.6 .40.6 



31.0" 28.5 
17.1 13.8 
51.9 .57.5 



37.9 
16.4 
45.7 



Sourc^ Student Survey. 

Completion of at least one financial aid application is a 

prerequisite for the receipt of financial . assistance . As was noted 

* . <• * 

earlier, institutions use a variety of methods to .^distribute aid 
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TABLE' 11.5: PROPORTION OF STUDENTS NOT APPLYI^IG PGR FINANCIAL .AID, BY 

DEPENDENCY STATUS, INCOME AND LEVEL AND CONTROL OF INSTITUTION: 
ACADEMIC YEAR 1978-1979 



Student 




Institutional Level 


and Control 


Dependency 
and Income 


4-Year 
Public 


4-'year 
Private 


2-Year 
Public 


2--Year 
Private 


Proprie- 
tary 


o D©i5pndents 








• 




$ 0-$ 5,999 


3.4 


"0.7 


5.4 


'2.7 


2.8 


■ $ 6,000-$ll,999 
$12. 000-^317. 999 


6,0 
11.8 


3.2 
6.7 


6.3 
.22.6 


11.9 
•21.6 


8.8 . 
*^'>20.2 • 


* < 




15.2 


1?.3 


25.9 


26.2 


J|5,000 or more 


53.8 


74.3 


46.4 


7 

37 . 8 


42.0 


Independents 












$ 0 ~ % 2,999 

4 


12.3 


12.4 


19.5 


24.4 


26.2 , 


$ 3,000-$ 5,999 


16.2 


7.2 


9.3 


6.1 


9.2 ' 


$ 6,000-$ 8,999 


* 

14.0 


7.5 


16.1 


22.5 


10.6 


> 

$ 9, 000-$ 14, 999 
$15,000 or more 


18.7 

• 

39.0 


15.8 
57.1 


16.6 
40*5 


22.7 
■^3.6^ 


34.9 
7 19.2' 



Source: Student Survey."^ ^ 

applications in the hopes that all eligible students will be reached by 
6ke aid process. Unfortunately, there are a significant' number of 
students who never apply for financial aid. Obviously!^ one would expect 
chat sttwdants from weal thy economic backgrounds 'twould be more prone not 
to apply^liue to presumed ineligibility, HoWfever, as Table 11,5 above 
indicate3,/a sizeable' number of students, spanning all income 
did , not apply for^ financial aid for the 1978-79 aca4emic year, 



I categories, 



The corollary to the above TablQ^ll.6, which ^illustrates why 
student^ do not apply for financial aid, particularly those at the lower 
income levels where ^they would seem to-be entitled to at least some 
need-based aid. (Caution must, of.cou^e, be taken when using income as 
prima facife evidence of eligibility; other factor^, ^uch as assets, can 

' 1 ■ . 

..11,12 



1 



TABLE 11*6: REASONS WHY STDDENTS DO NOT APPLY FOR FT.NANCIAL AID, BY DEPENDENCY » TNCOMK, 
ANI) LEVEL AND CONTROL OF INSTITUTION: ACADEMIC YEAR 197S-791/ 



Reaanit Forgot Applying 



Irairi lilt ion Jind 
Student Ch«rac- 



4-Y ear P ublic 
Dependent^ 

$ O - $ 5p999 
$ 6,000 - $IU999 
' $12,000 - $17,999 
$1B»000 or Mord 

Indt; pendent ■ 

$ 0 - $ 5,5^9 

$ 6,000 - $11,999 

$12,000 or pore 



A-Yeur PrivJit e 
Ife£>endent_» 

$ 0 - ^ 5,999 
$ 6,000 - $11,999 
$12,000 - $17,999 
$18,000 or more 

Inde pendents 

$ 0 - $ 5,999 

§ 6,000 - $11,999 

$12,000 or more 



I Did "Hot 
Think I Was 
Eligible 



7K7 
68.1 
78.3 
84.5 



•73.2 
86. 4 

75.6 



35.2 
35*5 
85^1 
88.1 



/ 



34.2 
75^5 
87.2 



I Did Hot 
Know About 
Financial Aid 



Patents Would Not 
.Coaplete Financ 
Statement 



0 
16»3 
4,4 
8.6 



16.7 
13.9 
10.3 



3.5 
2.6 
12.7 
3.0 



13.3 
4.7 
6.8 



0 

14.3 
9.0 
8.3 



4.3 

0 
0.5 



19.8 
7.9 
5.2 

13.0 



12.1 
0 

^ 0.4 



Did Not Need It-- 
Receiving Other . 
Support (e*fi«t Welfare) 



TIm? Fona« Or 
Procedures Were 
Too Dif f icul t 



I Whs 

PiceviouBly 
Rejected ^ 



7.2 
8.8 
10.2 
10.7 



15.6 
10.1 
18.5 



0 

39.4 
8.9 
8.8 



11.3 
18.4 
8.4 



11.6 
21.9 
16.0 
6.7 



14.9 
4.8 
6.5 



20.2 
11.9 
8.7 
3,6 



18^6 
0 

7.1 



0 

2.3 
5.0 
2.0 



2.1 

K4 
l.O 



Overall I Pin- 
portioii in 



3.4 

79.0 



21 .3 
1.9 

2.0 
2.4 



0 

1.5 

0.4 



28.) 
23.4 
•48. I 



5.4 
6.3 
22.6 
65.7 



28.8 
24.5 
46.7 



2-Year Pu bl ic 
Op pendents 

$ 0 ~ $ 5,999 
$ 6,000 - $1 1,999 
$12,000 - $17,999 
. $18,000 or Mor^ 



30.5 
33.9 
92. 3 
71.6 



63.8 
4.0 
10.0 
10.9 



2.6 
2.9 

3.5 



1.0 
36.0 

5.2 
16.8 



11.3 
18.6 

3.9 
4.4 



6.2 
4.0 

0 
0.8 



0. 7 
3.2 
6. 7 
89.5 
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' /Rfspondents wei e nllfwed to provide nnltipl«> answers; therefore rows wi H add up to wore than 100 percent 
h4M»n present ed ♦ 
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In ft^ldition, only the major re?»p«)nneH hwve ' 
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TABLE il,6: REASONS WHY STUDENTS DO NOT APPLY FOR FINANCIAL AID, BY DEPENDENCY, TNCOMI^ 
AND LEVEL AND CONTROL OF INSTITUTION: ACADEMIC YKAK l9/8-/y (t.ontinued) 



Re aaon For Not Applyin g" 



liwt i t iL t im^ and 
Rtiident Ch»rac~ 
teri atica 



I Did Not 
Think I W«a 
Eligible 



I Did Not 
Know About 
Fiii«nci«l Aid 



Parents Would Not 
Complete Financial 
Statement 



Did Not Need It- 
Receiving Other 
Support (e.g*^ Welfare) 



Tl»e Forms Or 
Trocedurea Were 
Too Difficult 



I Waa 
Previ ou»l y 
Reject ed 



2-year Public 



I ndepi'^i^ k*! 



nta 



$ 0 - $ 5,999 
$ 6,000 - $1 1,999/^^ 
$12,004) or «ore ^ 



62.4 
61.1 
64.8 



2-Y ejt r Privj^te 
Depende«fta 



Propr i et nry ' 

Peppndcnta ^ 

S 0 - $ 5,999 
$ 6,000 - $11,999 
^$12,000 - $17,999 
$18,000 or aore 

I n f pen dent a 

$ 0 - $ 5,999 

$ 6,000 - $11,999 

$l2,0OON)r more 



76.7 
48.3 
35.9 
84.5 



80.2 
86,0 
81.4 

'HI, J 



15.7 
22.6 
9.6 



0 

1.8 
58.0 
7.JB 



10). 2 
5.\l 

a 

/ 

ToTo 



0.8 

a. I 

0.2 



0 

13.5 
3.0 



0 
0 
0 

T.T 



18.5 
9.4 
21.9 



$ 0 - $ 5,999 


100.0 


0. 


P 


jO 


$ 6,000 - $11,999 


51.2 


0 


22.8 


0 


$12,000 - $17,999 


97.4 


0 ' 


1.8 


12.6 


$18,000 ot more 


7T.7 


5.5^ 


6.5 


15.1 


Independent a 




. * 


« 




$ 0 - $ 5,999 


43.4 


8.4 


0 


68. 1 


$ 6,000 - $11,999 


26.7. 


0 


4.0 . 


0 


$12,000,000 or more 


89.0 


. 0 


0 


II .0 



19.0 
29.2 
2.8 
9.1 



10. 7 
6.8 
17.6 



13.5 



6. 7 
2,0 
6.8 



0 
26.0 
11.7 
15.3 



0 
0 

89.0 



3.8 

n.5 

6.5 
4.4 



1.1 

, 2.4 
I 0.3 




0 
0 
0 

o.V 



6.1 



0 
0 

3.3 
0.3 



2.6 
0 
0 

i.5 



Ovcryl I Pro 
pn r t i n II i n 



19.6 
15.3 
65.1 



7, ; 

21.6 

63-8 



30.5 
31.8 
35.7 



8.8 

-20.2 
68.:^ 



35.4 
28. (> 
36.0 
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make certain low-*income families, ineligible for need-based aid^) This 
question w^cposed tcr each student in the survey, and surprisingly, of 
the/^over 4,600 stu3ents who said they did not apply for financial aid, 
87.8 percent^ felt they were ineligibleXfor assistance. Moreover, as 
shown in Table 11.6, 'the importance of this i;;.eason remains' largely 
consistent across institution typesland income levels. ,Whi^e clear 
relationships are difficult to discern due to gross differences in the 
sizes of the various cells (see the right-most column), the following 
observations can be made. 

1. w The predominant reason for nort: applying for financial aid, 
\rega2rdless of income or institutional setting, is a 

percjeived ineligibility for need-based aid. While factors 
other than income may tfcke soma students ineLigible, it is 
striking that eve'ft at tWt lowest income ^levels, wost 
students who faijl to applyS^r aid believe thfems^lves to be 
\ ineligible. . 

2. The second most common reason for not applying was the 
* r^eipt of ' other funds', such as Veterans^' and, Social 

Security benefits or welfare, which covered. ^1.1 ' of the 
student '.3. rieedg. This reason was given m6st(' often by' 
students in the' lowest income categories where access to 
such asaiiStance is greater. ' \ ' ' . ' • 

3. Not. knowing about financial aid was the. next' most frequent 
response and one whicK was most likely to be given by the 

• * * independent students. ' • . ' . ' ' 

4. Finally, difficulty with* either the applicat ion forms or . 
the process in general prevented ajiotheV- group of students ' 
< 7. 8^) from ever applying for financial assistance. . 

The No.tif icatianr/of Financial Aid Awards « 

Due to the financial considejrations which studertts. must resolve ^ 
before reaching decisions concerning access to and persistence in 
postsecondary schools^ the timing of student a;id * award ao.tices can be 
crucial. Lake award notification, it is argued^ can' diminish the options 
available to the student and, for certain students y pro^ide^ a; barrier to 
the pursuit of further education. It is logical to assume that award, 
notification mUst be coordinated with the start of the, academic year. 
The bare minimum, which can be expected'by Che student, is that 
institutions do not wait until the term^ has begun to furnish them with 
this^vital information. • 
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TABLE 11.7: 



Sank ORbERi/^.OF th? last month the student could have-. been' 

INFORMED ABOUT HIS/HER FINANCIAL AII> AWARD, BY LEVEL AND CONTROL 
OF INSTITUTION: JfiCAbEMIQ YEAR 1978-1979 



s 


- 


^ \ 






•■ \^ 

s 










fnstitutional Level 


\ • \ * 

and Control 


Public- 


4-Year 

£^ L JL Va L c 


2-Year . 


2-Year 


Proprie- , 


January 




4 


6 • 


*3.. 


3. ^ V 


2 


February 




7 \ 


. >io 


5. ■ 


12 


.10,. 


Mar^h • ^ ^ 

i 




8 


8 


•' 4 • 


. 4" 


5. 


April 




- / 9 




1? . 


ir 


12 


May 


• 




4 


■10 




n \' 


June^ » ' • 


/ 


5 


5 




■ . 4 


6 


July ' 




.3 ' 


3 


'9 ' 


7 


7 . 


August ^ 




1 


1 


1 . 


' r 


8 ^ 


Septetii)er . 




2 


2 


.2 . 


2 


1 ^ 


October 




11 


^ 11 


■ 10 


9 . 


• 4 " 


Npvember * 




• 12 


12 


6 


10 


9 


'> * ■ 
• Deceisbe]?^ — 




9 


9 . 


8 


' 8 


"3 


Source; Student Sutr^ 
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As showp in. Table 11^?, st;udent3 consistent ly reported that Adgust 
and September were the last months that they could be informed of their 
aid' awards and still be able to attend posts^dndary institutions, except 
for ptoprietary school students, who reported SepteTiA)er and January as 
tTie last .two months. The latter difference may b^ du^. to the more, 
flexible nature of the -academic calendars at these 'schools (i,.e., they 
may not f^ the traditional ^ptember to* June mold),. Moreover, these 
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relationships were f ound . to remain stable when examined within 
ins ti\ucional categories by the ^student's total family income ' (these 
'fables are not shpwn)* . Additix>nal breakdowns of these responses 
.according £o year in school, for example, may provide an expanded vi^ew of 
award notification timing when. the|^ tasks are undertaken. 

IS e ling Services > * 



* ■ c ■ ■ 

For: students "already attet^ang pos tsecondary institutions, and for 
students whose decisions on fcrollment and continuance are based on 
financial- consi^derations, aig^ounseling can be. a critical service^ 
Although some institutions ha^sfe. shown that a great, deal of information 

^regarding student financial aid fean be disseminated on a mass basis, 
thes^ saisie institutions, are often those which also exhibit concent fpr 
th6 quality of financial aid counseling services~the only means for ^ 
dealing with the particulars and special circums tarfces of an individual 
student's case. Moreover*, schools which participate in .Fedexa^ ^student 
loan programs, either NDSL or Federally or state insured loans, must 
conduct special loa^i counseling sessions *with recipients ^ii ^3331 tion to 

fthh general financial aid coilnseling which one ^uld- expect them to 
provide . . * . 

Beginning with the 1980-81 academic year, the U.S. Office. of 
Education is ^introducing a simplified financiarl aid application system* 
>/hich has been adopted 'for use by BEOG, CSS, and ACT. In the view of 
many; students and financial aid officers alike, the ^^ancial aid 
applicat ion\j(ised for the 1978-^79 academic year (when The data collection 
efforts for Wthis study were undertaken) was not a' simple form. In order 
f$> compensate for the complexities of the. appliK:atron process, some 
schools have' taken steps to assist students and their families in 
^ompleting the forms. Eleven percent of the' schools indicated they 
encourage the use of **third p^rtiesV to help applicants deal with the aid 
process, and another nine percent actually make arran^gements for this ^ 
type of assistance. High school counselors and other interested parties, 
guch' as field workers fromthe Upward Bound and Talent Search programs, 
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have been utilized for this purpose as well. In another 20 percent of 
the case%, financial ai ers , /personally , provide s>tudents with 

assistance in completing aid application forms. Additionaslly, some aid 
offices attempt to reach out to the families of student aid .applicants. 
Mailings to" student homes, staging "parent nights," and visits .to, local 
high schools were cited as com^^pnents. of aQ overall strategy designed^to 
encourage accurate and timely cotapletion of the forms. 

Depending 'on the* availability of resources, the composition of the 
student body, and admijfitis trat iv^ philosophies,- the financial aid offices * 
may attempt to provide other aid counseling services which are directed 
at specific kinds of students. Sucrt services are provided only by a 
minority of schools; two-thirds of the institutions surveyed reported 
-that they made go effort at all to provide .special co^ihseling services to 
specific student population . Of* the third that da provide some ,form 6f 
•special counselling: ^thnic minorities* are the populations of interest in*^ 
11 percent of the cases, counseling for handicappe3 students is Iprovided 
b^^ 10 percent, and providing iriformation to Native Ameticans accounts for 
nine percent. In general, the school's financial aid officer or other 
aid office staff are responsible for providing this guidance (51^ and 
24%, respectively^. Student emplo3nnent centers are also involved in the 
provision of some counseling aspects. 



Counseling, by naturfe, is a very personalized , and therefore 
potentially very effective, instrument of * communicating student 
information. Motivational and alienaliing barriers can be overcome 
through the uss of counseling. The printed word is no substitute for 
^personal contact. The potential to "educate" the student a year or more . 
before 'he/ she goes to college, makes the high school counseling aspect of 
student information a very viable vehicle for improving student access to 
pos tsecondary education. 

X. , Of the students sampled for this study (see Table 11.8), * 
approximately 43 percent were recipients of some form of financial aid 
during the academic year 1978-79. Of these, 34 percent also received ^ 
financial aid counseling while in high school. Of the remaining 
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nonrecipients. (ap^^roximately 57%), 16.2 percent received financial aid 
counseling in high school. Ostensibly, we could conclude that cqunseling 
reJ^ive to financial aid x^hile in high school will ^virtually double 
oVie's chances of recfeiving*'*financial 'aid. However, we must first look at: 
what differentiates students who do, and do* not, seek ^counseling about 
.financial, aii while in high school. • ^ 



TABLE 11.8: THE RELATIONSHIP BETWEEN THE RECJEIPT OF HIGH SCHOOL 
COUNSELING AND THE RECEIPT OF FINANCIAL- AID, IN 
PERCENTAGES: -ACADEMIC YEAR 1978-79 . 



■ • ^ y. ■ ■ ■ ■ . 


i 


ALL 
STUDENTS 


Cnrr^nt Aid 
Recipient 


Current Non- 
Recipient 


Student received 
hifeh school 
counseling 


76.3 ' 


■ 83.8 


66.1 


Studant did not 
receive high 
school counseling 


23.7 


V 

16.2 


33.9 


Source: Student Survey. 
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Referring to TabJ^ 11.9,* it. can he^ seen that while students in the 
lower^incbme categories are somewhat more prone to obta^in. financial aid 
counseling in high schools, access to suc*h assistance is weU distributed 
across the spectrum of family income levels. Overall, approximately 31 ^ 
^percent wofour sample of -students seek counseling. Rank-ordered by 
ethnicity from most to least prone, the groups are: White, non-Hispanic f 
Black, non-^Hi'spTanic^ HisLpanicj American Indian; and Asian. These ethnic 
groups appear to be significantly less prone to seek counseling than' 
other students. This suggests «t^ie need for possible further development ' 
of ^lecial student counseling services at the high school level. 
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Table 11*^ indicates thaf^high school c6un^eling appears to • Improve*, one ' s 
chances of *-;;eceLving aid* It also indica^^?S|^ratf those most likely to 
seek aid counseling ire the needier and theoretically , the most likely 
to receive aid should they apply* It can also be ^eeu that students who 
are Asian, or whose families have incomes of $30,000 or above, are less 
likely to^ seelc\Qounse; 



seLing. 

■ 4 .: 



* ■ ■ - ^ 

TABLE 11." 9: PERCEfTT OF STUDENTS REPORTING HAVING RECEIVED HIGH SCHOOL 

FIM^CIAL AID COUNSELING, BY TOTAL FAMILY liWOME AND 

^ ETHNICITY: ACADEMIC YEAR 1973-79 



Student 
Characteristic 



Percent of Students 
Who Rece.ived .Financial Aid 
Counseling While in 
, High -School 



Income (Dep'endentS* ohly )' 

Less than $1, 500 
$ 1,500 - $ 2,999 
. $, 3,000 - $,5,9?9 
* $ 6,000 - $ 8,999L 
. $ a^QOO . r ? 11, 999^; 

• ' $ii,ooo' - $;u,9^"9 

$15,000 - $17,999 
■ $18,000 - $20,99;9 ' 
$21 ,'000 - $24,999 . 
$25,QQ0 - $29,999 
, , $30 ,00 A - $3'4,999 
$35,006 and over 



29,7. 
49.1 . 
16.6 
35.9. 
39.4 
36.8 
34.1 
30.0 
'19.6 
34.3- 
25.0 
1-5.0 • 



Ethnicijby 

American Indian /Alaskan Native 
Asi^ or Pacific Islander * 
Black, not Hispanic 
Hispanic 

White, not .Hispanic 



24.2 
13.4 
28.2 
26.4 
33". 5 



Source:' ^Student Spryfey • 
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.TRIO Program Participation and Access to Finan cial Aid ; - 

The TRIO program^ were authorized under Section 4l7. of the Higher * . 

Education' Act of 1965 xn Subpart 4, Special Programs for* Students fym . ■ 

¥. . - ^ ' ^ ' 

• Disadvantaged Sackgrounds (as amended by the^ 1976 Education 

^Amendments) • The legislation authorized services speQifically designed 

to identify and to assist yoiiths from tow-income families who have/ 

academic potential, but who may lack adequate secondary schooL ' 

preparation; who may be physically handicapped;' or who may be" » - • 

disadvantaged because ^of severe ;rural isglation, to enter, continue, or 

"resume programs of secondary atid postsecondary* education. These * 

programs, which have come to be known as tlje TRIO-^ Programs, include: 

Talent Seachr -of f-camp^s communiCy-tbased recruiting programs 

designed to: ^ ^ ^ y 

* * - identify youths o,f financial or cultural need to complete ^ : * : 

^ secondary or undertake postsecondary education; 

' publ^cizW' and provide students with information on existing 

* ' * student financial aid; * 

- encouragja secondary or college dropouts of demonstrated ^ 

*' * ' aptitude *to "continue br resume postsecondary education? ' ^ 

• - / . two-fehirds of the,»partiicipants*.must meeCMow'^itlGdme .^/^ * 

" criteria/ ' ' . , ■ ' ■ w . \ ' ■ ; -.^ - 

' Upward Bound T --on"campU3 , postsecondary preparatory recruitment^ : . . . 
program designed for high school youths of grades 10-12: ^ , : v 

to ^generate skills ahci motivation necessary for success in 
* " * education beyond high school; ' / ^ 

- ^ to provic|e yo.uths frpm ^tow-- income backgrounds and with ^ - \ / 

\ inadequate secondary school preparation with a variety of ^ ^ ^ • 

academic and culturral activities on a full-time basis ^ 
during the summers and academic years; 

'.to ^>rovide tutorial -a»ssistance' in' areas of English, . ^ 

• . V , Mathematics, and otfiier. areas of inadequate prepara&ionsL 

> • - . ^ ' . / . 

* " ^ Special Services ~on'*gampua^ compensatory and counselingi services 

• n^ ^ " / f ^r postsecondary education, stude'nts d'esigtjed to: 



^^The "TlilO** label, was assi^gned ta tTio^ie programs due to their original 
tripart structure (Tal^ept* .Search, Upward Bound, ind Special Services). 
•While the programs have^^pandte^^ the piqkname has endured • 
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assist students from deprived educational, cultural, or 
* economic backgrounds, the physically handicapped and those 
with limited Ejiglish-speaking ability who are in need of 
such services; ^ 

provide tutorial ^sistance in compensatory skills courses, 
reading,: writing, mathematics', communications; 

provide counseling and supportive 'services for students in 
■ need of information, academic and personal support- 
assistance ; - \ 

. ' . ^. 

. provide .educational bilingual teaching, guidance and 

counseling. 

Educational Opportunity Centejrs — ^on an ^off ^campus educational 
resource, information recruitment centers serving areas with 
major concentration pf low^income families, designed to: 

assist residents who demonstrate need to pursue 
postsecpndary educatio^ 

provide inf orfiiation, counseling and Assistance on admission 
and financial aid; ^ 

pijovide coun-seling and tutoring for enrolled students from 
V the area who need such assistance; 

provide counseling and recruitment information to staff 
members of neighboring high schpols, colleges, and ^ 
universities. 

Service Learning Centers — on-campus compensatory and counseling 
services J - • ' 

oner third of SLC participants do not have to fit the 
' low-income criteria; 

^ designed to provide compensatory educational and . other 

special" services for students who are enrolled or accepted 
/for enrollment in that institution* 

Training Authority — on-and off-cahipus staff and leadership 
personnel training. .Institutions, public, and nonprofit private 
organizations may contact the Commissioner of Education .to? 

• develop and provide in-service tratLning programs for%TRIO 
staff and personnel; 

improve their skills and the delivery and effectiveness of 
services 
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D. EUum, "Description of the TRIO programs inr Working- Papers r 
Prepared"" f or ■ the Third Student-Commissioner Conference * United States 
Student Association, Washington, D.C*, February 1980. 



A cat^ful look at the characteristics of the three programs, the 
, studQjjrts they are respectively designed to serve, and the time frame 
defining eligibility indicates that Upward Bound is the program most 
conducive to high financial aid progr^ participation rates • The 
specific progr^nr goal is completion of secondary education and access to 
college* Upward Bound is oriented towards overcoming access barriers to 
college, an4 the low.income requirement defining TRIO participants render 
cost to be a significant obstacle. Upward Bound is designed to assist in 
overcoming that obstacle. The time f^rame of the program is sharply 
"focused on the year' in high school wh^en a potential college student will 
be directing his/her attention to access to po^Llege and the financial 
resources necessary to do so.. ^ \^ ^ ^ . 

A recent study conducted for the USOE, Office of Evaluation and 
Dissemination, emphasized the positive effects which the Upward Bound 
program appeared to have on the rates of enrolJ.ment and persistence among 
its participants. This study concluded that "Differences in the 

(pdstsecondary) entry rates of typical (Upwkrd Bound) pal't icipants and 

* ; . . #4/ ' 

non-participants . were more pronounced — t 

It is not surprising that, .a^iong all aid programs, participation 
rates for those' enrolled in the* Upward Bound . program are signif icSfcitly 
higher than for other students (see Table 11 •10). In fact, for* both SEOG 
and BEOG recipients, the rate is double while the ratio is slightly lower 
•among the self-help programs, .as would be expected. Acceptence rates , 
i.e., the percent of those who applied, that receive aid, are also, 
expectedly high. 



search Triaftgle Institute. Evaluation ^tudy of the Upward Bound 
Program: A Second Follow-Up, Final Report . Research Triangle 
Institute, Research Triangle Park, North Carolina; November 1979, 
p. 172. 
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TABLE 11.10: PERCENT OF TRIO ^STUDENTS RECEIVING BASIC GRANT AND CAMPUS 
BASED AID: ACADEHIC YEAR 1-978-79 



I 


Tjr^e of 






Aid 




TRIO Program 


BEOG 










Upv^ard Bound 


57 


'20 


21 




18 


Talent Search 


42 


13 


18 




18 


Special Services 


^ . 53 


18 


24 




15 


Source: Student Survey." 
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* 

The impact of 


information on the receipt of 


financial 


aid 


is well 


documented; USOE 


ar^d postsecondary educational 


institutions 


have 



recently made attempts to improve the quality of information services ^ ^ 
prompted by the Consumer Information Requirement authorized by Congress. 
As information presented in thii^ chapter has illustrated, an information 
gap still exists* There continue to»be' students who simply do not 
believe they would receive aid despite the fact t|;iat their low income 
situation s.eem^ to indicate theirf potential eligibility* Additior^ally , 
there remain some students who do\iot know of the existence of financial 
aid programs^ While considerable progress has been made in the area of 
information dissemination, the lack of consistency which can be found 
among institutional information efforts is indicative that there is a • 
need for improvement in this area. For the student, and especially the 
prospective student, comprehensive, accessible information sources are a 
necessity in order to determine the potential sources for financing 
his/her postsecondary career. 
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RECIPIENT MONITORING 



7 



INTRODUCTION 

Moaitorixig;.the factors which may affect the enrollment status of 
student financial aid recipients is an integral part, of an overall -policy 
of fiscal management* The apjjflication of rules and regulation J which are 
the responsibility of college governing authorities, independent of the 
financial aid office, can potentially^ alter the eligibility status of 
students receiving assistance* For alcamplei a student . whc^ fails to meet 
certain academic requirements may be "suspendfed from classes, or a student 
who drops a course in mid^term may forfeit -his/her full-time status. 
«These circumstances would obviously prompt a modification in the 
student ^s aid eligibility status. In order to discern the existence of 
such circumstances, the 'financial aid office *inust maintain certain 
Qhannel^ of communication with other institutional offices* 

The way in which institutions conduct monitoring activities is 
largely a function of thel individual institution. As will be seen in the 
following discussion, there is some degree of continuity in the way 
institutions describe* their monitoring practices* It is only natural to 
expec t , though , that large institutions may employ computer-based 
practices^^ while small schools rely on manual and/or informal 
practices. . » 



Institutions which possess centralised d^ita processing systems can 
Pjer form regular crosschecks of registration, academic, and financi 
aid rosters in brder to identify special cases. 
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Aid Disbursement / Controls 

. ^ , , ^ , _ 

If Che eXigib^xlity status of a student changes during the award 
period, the institution is liable to recover any Federal financial aid 
which it may have paid in advance to the students If they choose^ 
institutions *can disburse aid funds to students in^a^ manner which will 
reduce the risk of such ' ovferawards • Table 12.1 examines the methods 

which institutions use to disburse BEOG, SECXJ, and NDSL awards^ to 

2/ ' ' - • 

students 

The first method listed — payments disbursed directly to students at 
the start of each academic term — iSf on the whole, preferred by most - 
students sj^nce ii places their aid money directly in their hands and does 
not place any outsrde constraints on the way in which they manage their 
resources (i»e., they can use" the money for tuition and/or living 
e3€^penses). Obviously, 'however, in the case of an overaward, the 
financial aid office would be fo|*ced to collect the overaward jfrom the 
student « 

The next three procedures^-irtiich involve crediting students' accounts 
and/or aw^arding on schedule with academic progress — ar^ better suited to 
easier, more reliable overaward recoveries* By crediting payments to th^ 
Student accounts, schools automatical/ly (pnce the stude»t*s signature is 
obtained) apply the financial aid mo^ey Co payment fox: -tuition, fees, and 
applicable room and bo^^d charges, i^iay remainder is- paid 'to the student, 
but the bulk is used/as part of thi$ credit • If a student is found to be 
overawarded, the afoney, in many pases, i^ reimbursed to the financial aid 
office from thjr tuition or rooming .'reimbursement which the student .would 
have been epxitlgd to receive. The next two methods, which base 
disbursement according to the rate! of academic progress, could 
potentially eliminate overawar^ing caused by student withdrawal. In 
a sense, though, this is the least attractive method, from the 
institution's standpoint,- flue to the administrative burden it ^imposes. 



^^CWS funds are disbursed] on an *'as-earned" basis throughout the period 
of the student ^3 employment. 

■ -I ' . , „..• 
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percent/of specific procedures used to disburse beog, seog, and 
ndsl payments, by level and control of instimtion: academic 

,YEAR 1.^78-79 




Procedure Used 



Dire^itly- 
To 



Payments 
Credited 
Directly 
To Student 
Account At 



Stii4en:ts Start Of Year 



Mutiple 
Payments 
As 

Acadeixiic 
Progress 
Is Made 



Multiple 
Credits 
As 

Academic 
Progress 
Is Made 



Other Total 



4-Year P ublic 
BEOG 
:;SEOG 
. NDSL 

4'^Year p /ivatg 
. BEOG 

'\ sEocy 

NDSI 



53 


33 . ■ 


■ 7 


. • 0 


7 


100 


53 


30 


5 


0 


12 


.100 


56 


24 


4. 


'6 


16 


100 


i9 i • 


72 


* 

2 


".0 


7 


100 



24 
31 



Yeatf Public 


V 


be6g 




SBOG 


46 


NDSL 


50 



- 2*Y par Private ' 

JEOG^ ' 10. 

'SEOG 22 
NDSL 25 



Proprietary 

BEOG 35 

SEOG 22 

NDSL 20 




2 
2 



16 

18 
22 



0 
0 



0 
0 
0 



5r 
9 



20 
18 
11 



100 
100 



100 
100 
100 



60 


10' 




10 


10 


100 


56 


! 11 




11 . 


0 


100 


38 


t 

12 

c 




12 


13 


- 100 


31- 






8 


15 


100 


39 


17 




17 


17 


100 


40 


17 


i 


13 


■ 20 


100 



Institutions Reporting: 



147 



Source: Institutional Site Visit Surveys 

Table 12p1 jreveals several trends in/the disbursement of Federal aid 
awards to students. There is a notable propensity for private schools to 
employ a student account system, while public ins"titutions are more prone 
t6 disburse aid dollars directly to the student. The use of a student 
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account system will ensure that the private school's tuition bill is paid 
before the student can begin to match his/her resources to his/her living 
expenses • As has been noted in Chapter 8 of this volum4, tuition charges 
account for 'a much larger proportion of all student expenses at private 
schools than at public institutions, which may be a contributing factor ^ 
to this practice- Mu^iple disbursement systems based on academic 
progress are used primarily by 2-year and plroprietary schools. This may 
indicate that these schools perceive their students as being the most 
vulnerable to withdrawal or course load changes. Among the responses 
which were provided indicating the use of "other^' institutional- practices 
for the disbursement of Federal aid to students are 10 schools which 
.indicate that they disburse Basic Grant awards via the Alternate - 
Disbursement System (ADS) and/or do not participate in the Campus Based 
programs; others which make disbursements at a varying number of times 
during the §emes*terj <tnd some institutions which use still other 
practices which best' suit "their individual circumstances. 

.Procedures To Prevent Multiple Or Overawarding Of Aid 

In preventing miiltiple awapds and overawarding (see Table 12.2), most 
institutions rely upon closely coordinated activities with other 
administrative offices^ specifically the registrar 'a and bursar's 
officers. Through this practice , aid officers are abl^ to keep close 
traqk of student enrollment status , course loads, and financial awards 
made tc> students from out3ide sources. 

Miintaining contact with other »postsecondary institutions attended by 
an aid "recipient is another common practice. . By making use of a ^ 

financial aid transcript/* aid officers are provided with a record of 
past grant, loan, and work-study monies awarded to an incoming transfer 
student. This is especially useful in keeping track of the cumulative ^ 
amount of NDSL and SEOG awards which a student has receiired.^ 

Another but ie^s common practice used to preyent overawarding is. to 
recalculate the student's award amount. This practice allows th« aid 
officer co determine if a miscalculation and subsequent error in 
packaging the award was made. Other methods mentioned include: (a) that 
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TABLE 12.2: PERCENT OF PROCEDURES USED TO TO PREVENT MULTIPLE OR OVER- 
AWARDING OF AID: ACADEMIC YEAR 1978-7^1/ 

Percent 

Close coordination with registrar's offjce to monitor 

withdrawals * ^ 80 

Close /Coordination with bursar's office to\ monitor refunds 76 

'Contacting all other postsecondary schools attended by 

applicant to ensure that no awards were made 63 

Recomputing award amount a second time to validate the 

first coiqputation 30 

Requiring a tax form to validate each SER/application 20 

No payments made prior to the end of the add/drop period ^ 19 

tJo payments made prior to the end of the refund period 19 

Other procedures 31 

No fonAal procedures 4 

Sir ' * — ^ '— 

InstLtutTons RepdrtiAg: 167 

Source: Institutional Site Visit purvey* 

Percentages reflect" the multiple response potential of the question. 

a 'student submit appropriate tax formal to validate information given on 
aid applications; Cb) that no payments are made prior to the end of tl^a^ 
drop/ add period; and (c) that no payments— a^ made prior to the end of 
the refund period. Although these practices do not seem to be as common 
*^s those cited above, they do appear to occur with equal frequency. 

Of the responses. contained in the "Other Procedures" heading on Table 
12^2, mqpt make mention of the use of coordinated manual . record keeping 
systems. Some institutions utilize master control cards or else conduct 
periodic reviews of financial aid folders* 

Very few institutions are recorded as not having any formal method of 
preventing overawardingv But of those that do not, the most common 
reasons stem from the institutions which participate in only the BEOG 
program or those *where^ the number of recipients is just top small to 



warraht any specific prevention actij^^j^s. ^ 
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Stiident Withdrawal aiyd Course Load Changes 

The financial aid ^fice can beat monitor student withdrawals or 
changes in course Ipa^a if it is fully integrated into the institution's 
practices regarding these matters. As Table 12t3 revearls, of the 
institutions surveyed, 33 percent require students to formally notify the, 
financial aid office before permission to withdraw or change course load 
is granted* This may involve the signing of ' a document by the financial 
axel office, which the student then presents to the registrar with ^^his/her 
coi^rse change "^^ditiphal signatures may be required from the bursar, 
parking violations office, csunpus housing office, library, or other 
school departments as part of this process). The retnaining two-thirds of 
the institutions utilise a variety of other methods i^n order to monitor 
student enrollment status. These methods involve mostly the periodic 
monitoring of enrollment or other rosters in order to spot potential • 
priblems. 

• ^ ' * 

Recovering Awards 

Although the U.S. Office of Education requires institutions to 
collect aid funds -which may have been overawarded to students, some 
schools report culties in complying with this regulation. Of the 

institutions surveyed, 25 percent provided information with respect to - 
recovering portions of grant aid from- students who withdrew or otherwise 
changed -|:heir enrollment status. Of these, 37 percent indicated that 
ihey experienced no difficulty in recovering these awards or that no 
; ' • recovery was hecessaryj another 31 percent noted that they were in the 

r • process •f retrieving these funds. Student resistance accounts for 37 

. ^ 'percent of the explanations for Jfailure to collect the money, and another 

\X percent can be attributed to the institution's failure to pursue this 
activity. Table 12.4 summarizes the reasons for not having recovered all 
oji the amount of awards due. 
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TABLE 12^3 1 PERCENT OF INSTITUTIONS USING SPECIFIC PROCEDURES ^-QR' NOTI- . 

FICATIOlf OF THE FINANCIAL'AID OFFICE OF A CHANGE IN STUDENT'S 
COURSE LOAD OR ENROLLMENT STATUS: 'ACADEMIC YEAR 1978-791/ 

Percent of 
. " ' Institutions 

Financial aid office must approve a student^s 

change in course load or enrollment status "^"^ 

Financial aid office is Automatically informed 33 ^ 

Financial aid office is notified on a delay ' 

basis, but within 60 days ; 

Financial aid office checks academic progress of ' 

students periodically or contiguously ^'^ 

Financial aid office periodically receives 

lists of withdrawn students ^ 

Financial aid office employs other or informal 

means to monitor enrollment status f ^ 

• . ^> . ^ , , 



Institutions Reporting: • ^ 162 



Source: Institutional Site Visit Survey^ 



±' Percentages reflect the multiple response potential of the question. 
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TABLE 12.4: PERCENT OF REASONS FOR FAILING TO RECOVER ALL OF THE AMOUNT 
OF' BEOG 'anU SEOG AWARDS OWED TO" INSTITUTIONS: ACADEMIC 
• . YEAS 1978-79 * ^ ' r . 



In the Process of Racovering Awards ^ , .Percertt 

. Still waitring ^ ' ^ * • ^ . . ^ 17 

"^Turned over to Basic Grants for collection • * ^ 12 ^ 

Students have agreed. to pay x< • v * 2 



Student Resistance \ /f ^ * 

Students do ^not car$ to ^ay back/student . . ' 

delinquent , / , * 19 

School contacted the stude^s arid did ^ ^ ^ ^ 

all it could do to recover funds, \ % , 9 

3chool was unable to reach or locate^ ' • " » * 

students after repeated at;tecapts ■ . - ,9 

{Institutional Shortcoming ^ ^ ► * S 

Lack of cooperation f rom ^tl^e Badness Of f ice ^ ^ 5 

Low number *o£ students in category/ s<^[|pol 

does not pursue case ^ 4 

Conflict with other duties precludes any ' v. 

expetaditures'of effort- on this activity * '1 2 



Institutions Reporting: \ ^ ' 58 

' • - ■ - -\ - 

Sources Institutional Site Visit ^Survey* . 
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SUMMARY . • 

In general', it is in Che institution's best interest to n^intain an 
efficient system for monitoring the academic program of studentl-ai^d\ 
retipients* As part of the Tesponsibilities which are attached to the 
recept of Federal aid funds, institutions mu^ insure that none of th^ese 
monies are misappropriated* Schools -can «i^ther attempt to ciisburse funds 
in a manner which requires academic progress as a prerequisite for the 
receipt of aid, keep close tabs on the student throughout the academic 
year, or apply some «^combinat ion of the two* It is apparent that the size 
^of the institution as welL as the pfersonnel and resources Cevg., ^ 
computers) available to perform' monitoring functions can predetermine the 
scope of the monitorinj^ activities undertaken*. The consequences for' 
instiCutiorjg which do riot properly nfonitor the progress of aid recipients 
/Could potentially include the loss o|t*eligibility for Federal student aid. 
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VERIFYING REPORTED DATA: STUDENT -VALIDATION 



INTRODUCT.ION ' / ^ . ' 

As the 'scope ^Federal financial aid programs has grovrti over the 

ye^irs, the U»Sv Office of Education has become increasingly aware of tne 

need to \^ tec t and correct prog^ram , abuses • Duri'ng the 1975-76 ifcademip 

yekr, USOE conducted a validation study to assess the extent of . 

misreporting on Basic Grant Applications • -In part, ^ this effort was 

designed to identify tjie extent of .'program ii^xuses. The results indicated 

that 18 •-S percent of the :&asic Grant applicants had inbor^r'ectly reported 

income data* However, the majority of these inaccuracies resulted from 

ignorance of the regulations or carelessness on the applicant's part* 
•■-,*•'■ - * " ' n4 

Only 10 to 20 percent of the errors were attributed to deliberate 

mii^reporting. ' ' * ' . / 

'With cooperation from USOE, private need analysis services and 
educational institutions, validation systems were developed to check the 
'^truthfulness" of financial information given by parents and students*. 
Different methods of validation are used with both the Basic GVant and 
Campus Based programs and these are outlin^^ in this chapter. Also 
contained in this secti<^ is a discussion of the effects which 
validations have upon student awards* ^ . ' 

' V^^idation of BEOG Applications . ' ' * 

There •are three basic methods by which BEOG applicants are selected 
for validation.- They are as follows,: 
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1) » Institutional referrals ^ Questionable^ases are referred to th^ 
. Office of Education when an institution cannot resolve th^m 

alone;* - ^ . ^ 

2) USQE Referrals : Suspicious cases are identified for the Office 
\ of Educa*tfion by its processing contractor K * ^ ^ 

3) % Pre-established criteria gases ^ Applications that contain, data 
^ ^ich is »indicative(^of misreportipig are au^p^fiatically - flagged . 



• ^ foi: vatlifjatio^. 



able 13.^1 presents the number of BEOG validations^- per formed via each ^of 



^. the^above metluJcis for . t{ie'^ year 1975 through 1978, (This data was 
compiled hy ApgJ^ed Managejaent Sciences for >an earlier study oh BEOG 
' validations.) 



XABL& 13,1. "NUMBER OF STUt?^NTS SELECTED FOR ^EOG VALIDATION VIA VARIOUS 
SELECTION METHODS: ACADEMIC YEARS 197^-78 . . ' *• 







Academic Year 


t 

* * 


• 


. 1975-76 ' 


1976-77 


1977-78 


Institutional Referrals 


700 


, 900 


' • l,O0Oi/ . 


USOE/ACT Referrals!/ ; 






l,400i/ 


Pre-jEstablished Criterj.a 


* 1,200 


6,000 ' 


8,000 



Source: Applied Management Sciences. Validation of Student an^ Parent 
Reported Data on the Basic Gr^nt Application Fom. (Silver 
Spring, MDiv^' July 197S) , 12.' 

1 / • ■ » ■ 

—'^Anticipated. v . 

^^Included vith Institutional Referrals prior to 1977-78. 



■ ■ ' ^ . i ■ ' - 

All three^types of validation selection procedures pesult in students 
and parents being sent an initial letter identifying dne data it^ms for 
which they nm^t supply documentation. Such documentation may take the 
form^f Federal^ Income Tax Forms (1040 or 1040A),' forms, or notarized 
statements-. ^ * 



RESULTS! * INSTIXUTIONAL VALIDATION PROCEDURES 

It * 

BEOG validations may also be performed by the institutions • Mast > 
institutional validation ^procedures involve source documentation of the 
reported data. Table .13.2 presents data -collected frpm the institutions 
^n this study, detailing the percentage of institutions tha^ utilize the 
most cotnmon validation practices. . , 

'TABLE 13.2: ' PERCENT OF INSTITUTIONS USING SELECTED PROCEDURES TO' 

•VALIDATE BEOG APPLICATION DATA: ACADEMIC YEARS 19.77-78 
. . ' -^iiND 1978-791/ ' 



■ ■ f ■ ^ 


• 1977-78 


. 1978-79 


Compare BEOG; applications 
with other financial aid 
"^applications submitted 

* by students 

«^ 


68 


^ 71 

4 


Require IRS- 1040 tax retulm 
forms 


56- 


77 


Require docismentation of 
nontaxable income 


35 

» 


49 


Require documentation of 
dependency status^ 


32 


« < 

52 


Other procedures to 
validate data items 


13 ■ 


22 


BEOG applications are not 
validate4 


24 V 


10 


Ingtitu^cions Reporting 




167 



Source: Instj^t"tional ^ite Visit Survey* / 

i^PercentageflL reflect the multiple response potential of the question 
and are based on the niuafeer of respondents ♦ 



The data presented in Table indicates that BEOG' validation is 

becoming a progressively more common as w6ll as a- more detailed 
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practice. Validations were perfonned at a significantly Tiigher rate 
during the 1978-1579 academic year as compared to that of 1977-1 978 • The 
greatest increases in the \falidation of specific items occury-ed in 
relation to income soufces (both taxable and nontaxable) and dependency 
fetatus. In practice, these are the factors whrch will potentially have 
the greatest bearing on the' resulting Student Eligibility Ir^dex (SEI) • 

V As^of^fhe 1978-1979 academic, year , 10 percent of the institutions 

V 

reported' that they do not validate BEOG applications • While this is a 
marked improvement ovpr the 24 percent which did not validate for the 
1977-78 period, it ia still a rather high level of deviation from USOE 
standards of practice- The "other" validation practices identified by 
institutions included: requesting letters signed, by parents attesting to 
the accuracy of certain information; requesting other ^unspecified forms 
of documentation; and scheduling conferences with students. Some other 
institutions summed up their practices by reportirjg that they acted fn 
total compliance with the USOE validation manual*. 

If the validation of a student *s application reveals the ^^resence of 
invalid data, various methods can -be employed by institutions to correot 
this information. Ai indicat;ed\n Tab'le l3>3, the most common meatus used 
is- the personal interview. By sitting down with Ihe student on a 
one^i^ijr^e basis, the aid officer can actsmpt to correct all questionable 
dat9i*||"4|,i§' 'procedure can best ensure that the student's BEOG award is 



processM without undue' delay and that the aid office does not 
inadvertantly overaward the student.. Some institutions rely on USOE to 
^reconcile validation ^questions after ^the student has been gi^n the 
opportunity to correct the data. Other procedures, such as contacting 
parents direc;.t^yt are also used. 

Additionally, table 13.3 displays an increase in the oise of student 
.appointments to correct "invalid data (77%^ to 892). A jiotable decrease is 
shown in. the number of institutions that do nqt attempt to correct this 

i ' 

data, (161 to 5%) . * ^ 
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TABLE 13^3: ^' PERCENT -OF' INST tTUTIONS USING S^pCTED PRACTICES TO 

CORRECT INVALID DATA ITEMS ON Be6g APPLICATIONS: ACADEMIC 
YEARS 1977-78 AND 1978-791/ . ^ 



• 1977-78 ' 1978-79 

Schiedule appointments with students, 

. assist them in correcting the data, 77 -^ ^, 89 

and have then^ re-si^n their SER3 

Refer yto USOE after givin'g students 
the opportunity to- correct the data '23 25 

Other procedures are used to correct ^ 
invalid BEOG data^ . 14 * - 17 

Institution uses no procedure to * 
correct invalid BEOG data ^ . 16 ^ '5 



Institutions Reporting: 158 163 

Source: ' Institutional Site .Visit "Purvey. • ^ 

^/percentages reflect the multiple response potential of the question 
and are based on the number of respondent^. 



' Validation of Campus Based Applications » 

Due to the centralized processing of.Basic Gri^ftts^ USO^iwfii been able 
to take major steps to ensure^ the proper^ validation of student V^d patent 
reported application data* Howievery ' t^^e validation of Campus .S^ka^ed aid 
applications must be handled at the- ijis^titutional level. As Tab\e 13,4 ^ 
illustrates, most institutions employ one or more methods to validate 
data reported on Campus Based applications • These procedures are similar 
to those used for BEOG valida tiling • the heavy" reliance on comparing 
various documents in a student *3 file and requesting proper documentation 
are repeated here. The table also demonstrates that there has, been a 
general trend towards increasing/validation procedures in all categories 
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from the 19^0"78 academic year to the 1978-79 academic year. A decrease ^ 
in tlie number of schools that do not validate Campus Based applications % 
is also apparent • 

TABLE 13.4: PERCENT OF INSTITtJTIONS USING SELECTED PROCEDURES TO VALIDATE 
DATA ITEMS ON CAMPUS BASED AID APPLICATIONS: ACADEMIC YEARS 
: 1977-78 AND 1978-791/ . ' ' ^ 



■ • ' -r , 1977-78 1978-79 

— ' '■ -. \ ' : 

Compare Campus Based applications 

with other financial aid apolications 69 . 72 
Submitted by students -i » 

/ Require IRS 1040 tax return form 67 - . 78 . 

Require documentation pf dependency 44 . 53 

Require documentation 6t nontaxable 

income 0 40 ^ 47 

Other • V L8 * "22 



Campus Based applica&iohs are not 
validated ' • . ^ 



' Ins,titikions Reporting ' * ^ . 144 ' 148 

' ' — I ' 

'Source: Institutional Site Visit Survey. 

'1/ ■ • ' 

Percentage reflect jthe jnultiple response potential of the question 

. and are based on thsj number of resp'ontients. ,* , ^ ' 



As displayed in T^ble ,13.5, institutions which attempt to' correct ■ 
invalid data on Camiius Based applications are most likely to make these ^ 
corr«i&'l^i<?ns after examining: suppo^rting financial documentation. The o/e' 
df. personal interviews to discuds-^the data \Lh question is anther 
procedure commonly employed^ ^^'se interviews are^ conductec^ by financial 
aid officers with students or parents. Some of the "other" responses' 
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TABLE 13.5 PERCENT OF IN3TITUT];2J^S USING SELECTEb PROCEDURES TO CORRECT 
N INVALID DATA ITEMS ON CAMPUS BASED APPLICATIONS: ACAHEMIC •. 
YEARS 1977-^8] AND 1978-79 • ) ^ 



1977-78 



1978-79 



Uste <Jocument»tion. (e.g. , 1040 forms) 
to make corrections and recompule 
awards 

Interview with student or pareffts 
None/haven't had to correct data 
Other procedures 

Institutions Reporting: 



47 

36 
14 
3 



164 



49 

38 
9 
4 



161 



Source: Institutional Site Visit Survey. 

given by institution's include: ''refer to 01^**; *^ave iitudikit complete, a 
nev ^plication'*? and ''take appropriate action on a iase-by- caie'^. The 
results also display .a decrease in the number of institutions ijiot 
correcting invalid data on Campus Based appl'ications*. * \ ^ 



Th<-V^lidation ggocess and The Student ^ ^. 1 , 

^^^^^ — . A ' ^ [ ^ ^ ^ ; 

^ It can be noted fro^ the responses giv^n on the Student Questionnaire 

that only 4.2 percent of the students repdrted, that their 1978479 BEOG ^ 

app'T^.i^at ions were validates. Oft the average, dependent studends reported 
that theV spent an average of 13.7 hours in providing the're^^s^ed 
V<; document at ion to verify ii^formatian repart;ad on , the SER, while 1 



independent students repoifted that they speflt an average of .12.fi hours. 

From the totals in TflCble ^JJ^-Sf it can be noted th¥t more th^n 
one-*half (58.3%) of tl)e validated students did not exgerience a j change in 
their BEOG aid awards* Another 29.1 percent of the students sai their 
awards iticreased whdle 12.6 percent s*w a decrease. In all butj Z-^year^ 
private institutions any change in the^ award amount was more* apt to be 
an increase rather than a^' decrease* I 
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table' 13.6: ESTIMATED EFFECT ON ^EOG AWARDS AS A RESULT OF VALIDATION, BY 
. INSTITUTIONAL LEVEL AND CONTROL J ACADEMIC YEAR 1978-79 



— ^ ^ 


\. 

lALL 




Institutional 


Level 


and Control 






SCHOOLS^ 


4-Year 
V Public 


4-Year 
Private 


2-Year 
Public 


2-Year 
Private 


Propri- 
etary 


No Change ^ 


58.3 


•V.o 


54.2 


54.6 


60.2 


43.5 


Award Incrjsa sed 


29.1 




29.0 


24.3 


19.2 


34.5 


Award Decreased 


12.6 


6.7 


\ 16.8 


ii.i. 


20.6 


22.0 



Source: Student Survey. \^ ^ 

As can be seen in Table IS, 7, lower income dependent students are 
more likely* to have their 5E0G awards increa^d while higher incoxoe 
dependent^ students generally experience >no chahge or a decrease in their 
awards after validation* When validafing the B£OG applications of 
independent students, the greatest ^jority of these students' (55S) do 
not experience a change in their awards Slightly more than one-quarter 
(26%) have their awards increased, wl^^e a somewhat smaller number (18Z) 
havj^ experienced a decrease in their award* ' 

From the results ^presented in Tables 13,6 and 13.7, it appears that 
the process of validating Bas^c' Grant applications has not resulted in 
. **punitiye" actions (e.g., reduced awards) being taken against large 
Ambers of students This process has apparently served to ensure Aat 
the distribution of Basie Grant dollars acciirately reflects the financial 
nee<^ of the applij:ant pool. | ^ 

SUMMARY 

Validations are pgtrformed to check the "trut^ifulness" of information 
provided on .aid applications^ The vialidatiph ^of BEOG and Campus Based 
applications • most often require source documentation of the data 



•TABLE 13.7: ESTIMATED EFFECT ON BEOG AWARDS AS A RESULT OF VALIDATION BY 
PARENTAL INCOME LEVEL: ACADEMIC YEAR ' 197^-79 . 



4 



- ■ ■ ■ ■ ' J ) ' • — ; 

Award Award 
No Change Increased Decreased 

— 



Dependents . 
$0-$5,999 
$6, ^00-$ 11, 999 
$12,000-$17,999 
$18,000-$24,999 
$25,000 or more 

Independents 



65.3 


31.9 - ; 


^ 2.8. 


52.1 


37.0 1 


10.9 


65.7 


"22.7 1 


•11.6 


73.4 


4.5' j 


22.1" 


81.5 " ' 


2.9 ' 


15.6 


55 .4 . 


26.3 


18.3 



Souirce:^ Student, Survey. 

*> 

reported. This documentation is frequently obtained either from other 
financial aid appj^iqations completed by the student or from tax forms. 
Of those students whose *avarci^level is changed after validation^ the 
majority experience. an increase rather than a decrease In their* award 
'levels. This is especially the case for independe^nt students itnd for . 
dependents with family incomes less than $18,000, ^^^'^ ' ^ ' .V 

^ The validation^ of student reported data has becp^e an area of^^^ 
increasing concern for USOE and for many institutions. ^-'^^ recent 
efforts which USOE has embarked on in order Co; v/eriiy infoxrmation 



reported on applications fc^ Basic Grant awards^ as evidenced by the 
increasing number of Federal validations performed, is indicative of the 
emphasis vhich" is being, plliced- on this aspect of the aid pniycess. 
Regarding eligibility for the Campus Based prograjns^ it will be the 
institution's responsibility^ to perform their own validation procedures. 
If they chose to ignore the USOE"^ iniHative which ^naure ^„ that . student 
' reported information is accurate, schools will risk Fedef'al sanctions. 
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MAJOR PROJECT DELIVERABLES 



1) Stage I Final Report. Volume I: Federal Management Practice's 

# 

2) Stage I Final Report* Volume II: .Funding History and the 

^ * Overall Achievei6ent of Program 

NGoals . - ' 

3) Stage I Final Report. Volume III: Regional Office Procedures 

4) Stage I Final Report. Volume IV; BEOG Simulation Study 

5) Supporting Statement for the Request for QJIB 'Clearance and Data 
Collection Instruments: Site" Visit Study 



6) Interviewer ^ s Training Manual 

7) Editor's Manual ' ' . ^ 

'8) Supporting , Statement for the Request for 0MB Clearance and Data 

Collection Instrument: Mail Survey of Institutions 

9) Site Visit Report 



Data Processing and File Documentatioo R^ort for the Student 
Survey * , - 



11) Sample Design, Yield, and Bias Report for th^ Student' Survey 

12) Yield Report for the Irflstitutional Mail Survey 

13) Data Processing and File Documentation Report for the Mail 
Survey of Institutions 

14) ' Study of the Impact of the Middle Income*, Student Assistance Act 

(MISAA) , 
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APPENDIX B 

THE CURRENT FINANCIAL AID PROGRAMS ADMINISTERED 
BY THE U.S.- OFFICE (^S^DUCATION 

As discussed in Chapter 2, Congress has established within the U.S^ 
Office of Education (USOE) a variety, of student aid programs to remove 
the economic barriers to attendance at pos tsecondary institutions for 
persons from al\ classes of society who have the ability^ and desire to 
benefit from such education. To accomplish this objective, the Federal^ 
government offers three types of financial aid through -five programs all 
of which are based so-lely on^'the student's financial condition and are 
without regard to race, sex, hrs/her ^ch<?lastic ability, desired course 
of study, et>c0 These programs i|||f financial aid are divided info three 
typ^p- ' ^ ; . . ; ^ • ^ \ ' 

Lo^ns : funds which a student borrows and repays after 
graduation or termination; including, 

.a) National Direct Student; Loan (NDSL), 
b) Federal Insirtred Student Loan*(FISL) or State Insured 
Student Loans (collectively kno^ra as the Guaranteed 
Student Loan program); 

"^^2^ ^^a^^s (or nonreturnable aid): funds which are gift assistance 
and need not be repaid; including, ' 

a) Basic Educational Opportunity Grant (BEOG), 

b) Supplemental Educational O^iportunity Grant (SEOG); and 

(3) Work ; a program in which the student may earn a portion .of 

his/her educational costs while attending school, namely, the- 
Co^llege Work-Study (CWS) program. 

Programs of Federal studeg^t financial aid vary as to ^the degree, of 
direct responsibility the institutional aid administrator must as,sume. 
Tliose programs for which the institution has consi4^erably more control ^ 
and oiiligat ions^ — namely, the Supplemental Educationalv Opportunity Grant, 
the National D^^ct Student Loan, and fhe College Work-^tudy programs — . 
have trad(itionaI?y be^n calle?^ Campus Based or Inst itutioH^Based^ to 
signify th^s greater involvement. They are different from the BEOG 
program und3|.,ywhich students apply directly>-to the Office of Education 
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for an entitlement: which^ can then be carried to any school of *their 
choice.^- The amount of the grant is outside the control of the financial 
aid officer* ^ I 

a. The Basic Educational Opportunity Grant Program ^(BEOG)- ^ 

The BEOG program was autly^rized under Subpart 1 of Part A of Title IV 
of the Higher Education Act of 1965, as amended by the Educat^n ^ 
Amendments of 1^72 and 1976» Its purpose is to provide^ eligible students 

with a "foundation of financial aid to help defray the. costs of 

{ 2/ t 
pos tsecondary education."— Ut' is an entitlement orogram by which! a 

-student has the legal right to rec^^^^ a grarj^t if all application and 

eligibility requirements have beei^ fulfilled. . ^ . ■ 

* The Basic Educational Opportunity Grant program i% the newest"bf the 
Federal student- financial aid programs and is designed. to proy^ide a 
^floor*' upon which other financial aid programs are built. ^Unlike the 
/- National Qi^^ect Stxiden^t Loan, College Work^Study, and Supplemental 

Educational Opportunity Grant Programs^ there is no- institutional* 
^ . allocation process. Rather, the institution, receives the total amount 
^ needed to fund all eligibl'e students in attendance. Students may apply 

either by completing a USOE Basici" Grant application, ox: by indi.cating on 
* . the ACT, CSS, State of Pennsylvania, or- State of New Jersey student aid 
forms their desire to have the data forwarded to tbe central 'processor in 
Iowa City where a nationally uniform formula, approved annually by 
Congress, is utilized. The result of this analysis is not subject to any 
discretionary latitude on the part of the financial aid officer, wh^^ust 
merely apply the .result to a Payment Schedule based upon the student/ s 
cost of attendatice (as defined by BEOG), and his/her enrollment, status 
^ (half, three-quarter or full-time) and finally adjust it if the program 
is less than eight months in length or crosses the award period (7/1 
through 6/30)'. Fundar are normally disbursed through the institution, but 
a school nxay elect to «have USOE make payments directly to the student.. 



i./ The material pi'ovided here has been extracted from, the Financial Aid 
Tool Kit, developed by Ms. Alice Diamond for the National Association 
of Trade and Technical Schools. , 

- Basic Grant Handbook , 1977-78, p. I-l. 
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(See below, the Alternate Disbursement System, (ADS).) The following is a 
sunsmary of -the major program characteristics: 

» 

Type of Aid ; Nonrepayable gift assistance applied for directly 
through the Federal government. 

Minimum and Maximum ; During academic year 1978-79, BEOG scheduled / 
awards ranged from $200 to $1,600 (e.g., ^for the ^academic year 
1979-80 the maximum BEOG award was raised to $1,800). The vangi may 
vary, yearly depending upon Congressional approvsfl of funds. The 
Basic Educartional Opportunity Grant is awarded by award period 
^ (July 1 through June 30th), rather than by the student's academic 
.program, as is the case in Campus Based programs. If a student* s 
academic year crosses the government's award period, it is nedessary 
to file two applications — one for the period (Covering the remainder 
in the first award period, and the next for the ensuing award period* 

Cumulative Awards : Normal Ijr, a student may receive BEOG for no more * 
than four academic years* The exception to this is in the case of 
courses which ar^ designed to extend for five years, or where 
remedial coursewor^ necessitates one additianal year. If the student 
has been attending^ parttime, and thus receiving reduced benefits, his 
period of entitlement will be proportionately extended so as to alflow 
a maximum of four (or fiVe, if applicable) full ''Scheduled Award.s/' 
^Th^ BE0G^4m>gram monitors the number of periods of eligibility yised 
by each stuaent. Students who have less than a full year of 
eligibility remaining will have this note^ on their Student* 
Eligibility Reports (SlER). The institution should check this 
information to assure that no awards are made to students whose » 
eligibility has expired. 

Institutional Eligibility : In order to participate in the BEOG 
program^ an institution must be certified as eligible by the Division 
of Eligibility and Agency Evaluation in the U.S. Office of 
Education. If the institution .elects to disburse funds directly to 
the student (as do most institutions), an ^'Agreement Covering ^ 
Institutional Participation in Programs of Student Financial 
Assistance*' must be signed before funds will be authorized. In 
contrast to the Campus Based programs, no time lag between 
determination o/ institutional eligibility and student participation 
is necessary. Students enrolled in institutions which become 
eligible during a given award period may receive their full 
entitleiQ^nt for the year even if the eligibility determination a;ad 
receipt of BEOG authorization are not received until late in the year. 

Program Eligibility ; Within an institution's course offerings^- 
certain programs may be designated as eligible,^ whereas others may be 
declared ineligible;; This relates to the length' of the course and 
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whether ^ high school diploma or recognized equivalent: is required of^ 
regular students. In addition to the program eligibility require- 
ments outlined below for CWS , NDSL^ ^jjd SEO.Q, to be eligible under 
BEOG, a program must lead to a degree oK cert if ic.ate in/ a recogni'zed 
occupation. ^ 

Student Eligibility : Finally, student eligibility must be 
detenuiaed. In order to teceive. a BEOG, a student must: ' * % . ^ 

i. be a U*S» citizen or'^tional of the-United States, or a 

resident of the United States for other tfhan temporary purposes, 
as evidenced by an 1-151 visa (perman'ent or resident alien card); 

be enrolled in an eligible program in an eligible institution; 

be enrolled at least half time (12 clock hours per week). 
• Awards for students who are enrolled at least half time, but 
less than full ^time (24 clock 'hours) , are proportionabely 
reduced unde:f this program; 

4. be making satisfactory progress "in his/her course of study; 

5* not be in default on a loan obtained for attendance at the 
institution or owe a refund on a grant received at the 
institution; 

6, be an undergraduate • If a Student has received a bachelor's 
degree from another institution, he/she is ineligible to receive 
a BEOG despite the fact that the current level of training 
pursued is at the undergraduate level or that^the previous 
mstitutidin was ineligible; y 

7. demonstrate financial heed by means of the BEOG application*. 

Student Application Process : The student obtains either a BEOG 
application, the American College Testing application (Family 
Financial Statement — the FFS), the College Scholarship Service . ^ ^ 
application (Financial Aid .Form — the FAF), or if eligible to do so in 
the States of New Jers'ey or Pennsylvania, the appropriate state 
financial data collection forms. ACT^ CSS, apd the States of New 
Jersey and Pennsylvania have entered into contrac^ts with the U.S. 
Office of Education to transmit the data received to the USOE ( 
processor for calculation. This system, called multiple. data ^entry, 
is a boon to students and parents as it means that only a single form 
need be completed to determine eligibility to receive both Campus 
Based aid and/or BEOG. 

Aster the application is completed, the student submits it either to 
thV^^ need analysis servicer being utilized (e.g., ACT or CSS), or to 
BEOSs in Iowa City if the regular 3E0G application has been used. 
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The processing' center , based upon a formula approved by Congress, 
calculates the student *s Eligibility Index and communicates this * 
-eetly to the student's home via a Student*Eligibility Repott (SSR) 



The student submits his/her SER to the institution he/she plans to 
/tliend where the scheduled award is calculated based upon the BSOG 
cost allowances for the school, the student^ s Eligibility Index, and 
the Payment Schedule. Awards are further adjusted fox less than 
full-time attendance and for academic periods less than nine months 
in iTOgth* 

The institution requests from the DHEW Federal Financing Systems 
Cd:^^S), via the Monthly^ Cash Request Form, an amount of cash 
su4fic^ent to award firs,t pajnpents to those students starting olasses 
during the month, as well as for subsequent disbursements for those 
students now qualifying for a subsequent ■ payment • \ 

The institution disburses the award to the student pither by check or 
by credit to the student's accounts In the latter case, a signed 
receipt or schedule of anticij)ated disbursements must be obtained 
from the student. The student must also sign an affidavit attesting 
to the fact that Federal ^aid_dollars which he/she receives will be 
used for educational purposes. 

Validation of USOE Selected Sample : In* addition to the routine 
review which was alway's encouraged for financial aid officers with 
respect to. a student sample selected by USOE, institutions will now 
be required to verify certain data elements before any disbursement 
of funds is made* This sample of 200,000 applicants will be selected 
primarily 6n the basis of criteria indicating a high probability of 
questionable data. A student so selected will have his/her SER 
^'flagged'* by an asterisk next to the eligibility index in the final 
award section/ Additionally, tiie student will receive an 
accompanying letter and Validation Form with the SER, All subsequent 
application corrections made .by the student ^during the year will also 
be flagged. ' ^ 

Award Disbursement i Payments must be made .m equal amounts each 
semester^ trimester, or quarter if the Institution utilizes such 
academic units. If the School does not have such divisions, at least 
two disbursements must be made per year*: once at the beginning and 
t^en again no earlier than the midpoint of the portion of the 
student's academic training falling in that award period. 

The Alternate Disbursement System (ADS) : The Alternate" Disbursement 
System provides payments to eligible students enrolled at eligible 
institutions which' do not wish to d^^urse payments directly to 
students. 
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Und^r- the AI^ system, a student -completes Part A of a **second^s tage" 
application Toe Form 'S04) and than submitj it to th.e . inst itut ion for 
certification. Copj.es of this completed form and tlae SE.R are then 
mailed back to the 3E0G processor. After yprpcessing, a Treasury 
check for the first payment will' be mailed, along with instructions 
, * for applying for suSsequent payments (via the ForTiL304-- 1 ) • 

Application Deadlines ; Applications for awards to cover the ■ 1978-'79 
school year must have' been received by the processor no later than ^ 
' March 15, 1979. This was also the deadline for receipt of 

Supplemental Forms. Corrections to pt^eviously processed applications 
must have been received by May 5. The exception to this is in cases 
selected for validation,* 

Institutional Reporting Requirements : Two types of institutional 
reports are required under the ^EOG program: 

*• 

A. ' The Progress Report 

A report submitted three times a year (November 15, 
March 15, and July 15) which jissesses current expenditures 
in order to determine if the institution's authorization* 
should he raised or lowered. 

B. The Student Validation Roster 

An end^of-yedr report which reconciles fiscal accounts and 
• . gives a per-student reporting of expenditures. 

b. The Supplemental Educational Opportunity Grant (SEOG) Program 

The Supplemental Educational Opportunity Grant program (SEOG) is the 
current name for the Educational, Opportunity Grant program which was 
authorized by Title IV, Part A, of the Higher Education Act of 1965 (P.L. 
89-329), ■ as amended. 

The purpose of the .SEOG program is to provide supplemental grants to 
assist qualified students who,- for lack of financial means, would be 
\ unable to obtain the benefits of postsecondary education without such a 
grant • 

Type of Aid ; Nonrepayable gift assLst.ijice for the exceptionally 
needy student. 

Minimum and Maximum ; SEOGs range from $200 to $1,500 for an academic 
■ yGar\ If the period for which the award is being made is less than 8 
montHs or 900 clock hours, the applicable minimum arid maximum'are 



3i 



E- 5 



proportionately^educed. For example, if a student is enrolled in a 
six-Tnonth course with 600 clock hours , ' the mininium SEOG that could be 
received would be $150, and the maximum would-be $1', 125. 

Cumulative Awards : There is also a maximum cumulative SEOG award of 
$45^000. Thus, if a student has received SEOG at another schoblv the 
institution must correspond with the otlver, institution to learn the 
exact amount of the previous award. ^ ^ 

. . ' . ' ^ 1 

Institutional Eligibility ; In order to participate in the SEOG ' 

program, an institution must be certified as eligible by the Division 

of Eligibility and Agency Evaluation of the U.S, Office of Education. 

Program Eligibility ; Within the school course offerings, certain 
programs may be designated as eligible, whereas others -may be 
declared ineligible. To be an eligible program under SEOG, a course 
must be 6 months and 600 clock hours in length and, if a proprietary 
school, must admit as regular students only persons with a high 
school diploma or recognized equivalency or, if a public or other 
nonprofit school, admit only students beyond the compulsory age of 
sch ool attendance who can benefit from a pos tsecondary program. 

Student Eligibility ; Finally, student eligibility must be 
determined. In order to receive. an SEOG, a student ^raust: 

1. be a U.S* citi-zen, a resident of ^the Trust Territories of the 
Pacific, or in the United States fpr other than temporary 

s purposes, as evidenced by an 1-151 visa (permanent or resident^ 
alien card); 

2. be enrolled at least half time^(12 clock hours per week). A 
clock houir is defined^ as a 50-- to 60-minute class, lecture, 
recitation, faculty supervised laboratory, shop training, or 
internship; , " * 

3. be making satisfactory -progress toward a degree or v certificate ' 
and be in good standing according to institutional standards; 

4. not be in default on a loa^ received for attendance at the 
institution or owe a refund on a grant received at the school; 

5- be of "exceptionaT' financial need. Exceptional financial need^ 
is defined as having a family contribution of less than one-half 
of the total costs associated with attendance at the institution- 
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Example : 
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tuition and fees - ^$2,000 

books and supplies 175 
personal expenses 450 
• transportation 250 

room and board • 1^600 

a* ' $4,475 

• 

b.' family contribu tic3n $2^000 

Result: ^ Student is eligible s;.nce family contribution (b)_^ 
is less than one-half student budget (a), \ _ 

6# be unable to pursue the course of study we!!^- it not for the 
SEOG. Because of t^he vagueness of this refutation, ysOE has 
counseled institutions to take a common-sense. apprpach. Tt is 
^ ' not expected that a student would be required to borrow the 

maximum allowable or to work an unreasonable number of hours per 
week. Rather, it is expected that attempts will be made- to 
provide some '^self-help*' (loan or work) in each student* s 
package unless documentable justifications exist as to why this 
should not be done* 

7* be an undergraduate — whereas the training at the institution is 
always considered to be undergraduate in nature, it must be 
remembered that no student who'Kas already earned a bachelor's 
degree may receive an SEOG, Therefore, if a student has 
- received a bachelor's degree at another institution, he may NOT 
receive an SEOG by virtue of. the fact that he is once again an 
undergraduate. JThis is true whether or not the first school is 
an eligible iastitatioa. 

Method of Application : 

1. For the Institution : The institution applies for these funds 
annually, for all eligible students, by means of the Tripart 
Application. The Tripart is normally due in mid~October for 
funds beginning in July of the following year. 

In order to receive funds, an institution must be declared 
' eligible by the USOE Division of Eligibility and Agency 

Evaluation by January 31st of the year in which it will be 
receiving funds. Requirements for eligibility include national 
accreditation by the relevant USOE recognized accrediting body, 
course entrance requirements of a high school diploma or 
recognized equivalency, completion of OE Form 1059, and the 
signing of HEW Form 441, civil rights compliance. 
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2« * For the Student : The student applies directly through the 
^ institution for such funds". An analysis ^of the student ^s 

financial need ^and the submission of various other forms are 
required* 

SEOG "Matching" : In determining the amount of SEOG to be awarded^ 
the aid officer must bear in mind that a student receiving SEOG must 
also receive an equal amount of some other source or combination of 
sources of eligible aid funds * 

The following are 'eligible sources of SEOG "matching f^nds": 
!• College Work-Study 
2* National Direct Student Loan 

3. Basic Educational Opportunity Grant 

4. Federally Insured than — ONLY J-F A SCHOOL IS A DIRECT LENDER 
5i Institutional emplojnnent ^ 

&• Outside scholarships from a private organization 

7. State scholarships or grants 

8. For o'ther types of aid (i.e*, grants not from ^ private 
organisation or the sC^te, and loan and work from any 
source) only if the institution selects the recipient and 
determines the amount of the award* 

Award Disbursement : An SEOG must be disbursed at least twice during 
a student's academ:^c year. If the institution utilizes quarters or 
semesters, it must disburse funds according to these divisions. If, 
on the other hand, it has no such academic terms, it is required to 
reserve at least half of the grant amount until the midpoint. No 
funds should be 'clisburs'ed until the student actually starts classes. 
The SEOG may be^di^bursed 1) as a credit to the student's account, 2) 
by a check to -the student which is then endorsed over to the - 
institution for institutional charges, or 3) by a check to the 
student for living costs. If the award is disbursed as a credit to 
the student ' s 'account , a signed receipt by the student must evidence 
this disbursement. 

In t}\e SEOG program, a distinction is made between students who have 
previously received SEOG, and those for whom this is the first 
academic year of their award. The first^year award is called an' 
initial year (lY) award, with subsequent awards deemed continuing 
year (CY) funds. In other words, a student should not receive CY 
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fun'ds until a full academic year has begn completed ^d a hew 
application, evaluation of need, and other document;^' have bi^en 
collected, ^ • . ) 

Transfer Between SEOG and GWS ; An institution is permitted to 
transfer up to 10 percent of its highest allocation between these two 
programs. * \ 

Repoi^ting Requirements ; In addition to the annual application for 
funds (the Tripart Application), the institution must file a final 
fiscal report on program* activitie's. This report is normally due ^ 
August 15th for the year ending June 30th. 

c. The College Work-Sti i dy Program • • ^ 

The Coll^ege Work-Study (CWS) Program was authorized by Title IV, Part 
of the Higher Education Act of 1965 (P.L. 89-329), as amended. The 
purpose of the'CT^S program is to extend part-time employment opportu^ 
uities to students who are in need of the earnings from such employment 
in' order to pursue courses of study at institutions of higher ' education . 
By subsidizing the part-time employment of needy students, the program is 
intended to promote the equality of educational opportunity at rhe 
postsecondary level. , ' 



Under the .Coll^ 

. ■ .1 . 1 ^ 

'^insticutions to ci 



.lege Work-Study program, funds are provided to eligible 
:reate job, opportunities for their ^students who are^ in 
nee.d of such earnings in order to attend a postsecondaify school. In 
profit-making, private vocational schools, all employment must be work in 
the public interest for public or private nonprofit off-campus agencies. 
No on- campus employment is permissible at these inst itutions^ It must 
also be noted that proprietary schools may not hire students in nonprofit 
organizations which are owned or controlled by the school, or by the 
corporation, association, partnership or individual which owns or 
controls the proprietary institution. The only exception to the 
prohibition against ^'on-campus*^ efaployment would be vocational schoi)l3 
which are incorporated as private, nonprofit institutions and are so 
recognized by the Internal Revenue Service. If the institution is 
incorporated as a nonprofit entity, it may employ students at the school* 
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The institution is responsible for all phases of program 
administration including selection of recipients, determination of the 
awar^g^ job development, (job placement, supervision, and maintenance of 
records. Under the ^CW^ program, the Federal share of compensation is 
limited to 80 per9ent -d»f^the gross earnings. The agency 'must contribute 
at least 20 percent plus ffffe amployier^s share of applicable taxes# 

Type of Aid s Federally subsidized^ work opportunities for needy 
students^ who axect to earn a ^rtion of ^:heir educational expenses. 

Minimum and Maximum * There is no minimum or maximum award, except 
that the student's need, as determined by an approved needs analysis 
system, may not be exceeded • S'tudents may work up to 20 hours per 
week at wages set by the employer in cooperation with the school, but 
not' less than the. applicable Federal, state*, or local minimum wage* 
Students may be paid sdbminimum wages if the employer is eligible for 
an exemption from'^e minimum wage statutes. 

Generally, a student may not work more than an average of 20 hours 
p^r week whil-e classes are iiT?-session, averaged over the entire 
enrollment period. As many as 40 hours p^r week may be worked during 
Vacation* periods ^r at other" times when classes are not in session* 
However, an institution may pertuxt student to average more than 20 
houtrs per week (but ney'er'more than 40 hours in a given week) if the 
in^itution detennines that the student's need is so great ^a-t-^^it 
cannot be met f'^om the earnings of lower per^week hours. In this 
case documentation shou^^d be on flLle in the student's folder. 

Instftutipnal Eligibility : In order to participate in the CWS 
program, an institution must be certified as eligible by the Division 
of Eligibility and Ag^^cy Evaluation of the U»S» Office of Education. 

Program Eligibility : Withih the school's course offer ingsf certain 
programs may be designated as eligible, whereas others" may be 
declared ineligible* To be an eligible program under CWS, a course 
must be six months and 600 clock hours in length and must admit as 
regular students only persons with a high school diploma or the 
recognized equivalency* 

Student Eligibility : Finally, student eligibility must be 
determined* In order to receive College Work^Study, a stjadent must: 

1 be a U.S* citizen, a resident of the Trust Territories of the 
Pacific, or in the U*S* for other than temporary purposes, as 
evidenced by an 1-151 visa (permanent or resident alien card). 
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2. be enrolled at least half time (a tninimum of six credit hours 

for college students, or 12 clock hours per week for vocational 
students) • A clock hour is defined as a 50- to GO^minute class, 
lecture, recitation, faculty-supervised laboratory, shop 
training, or internship. If the school i-s a 2-year institution 
with a summer break, the student may continue his CWS employment 
during this vacation period although he ia not actually enrolled 

3« be making measurable progress towards a degree or certificate,' 
and be in good standing according to institutional standards, 

4, have financial need as determined by -a recognized needs art'alysis 
sy"^tem# 

Method of Application ; 

|# For the Institution : The institution applies for these funds 
annually for all of its eligible students ,^ by means of the 
Tripart Application. • The Tripart is normally due in mid-October 
for funds beginning in July of the following" year. In order to 
rceive funds, an institution must be declared eligible by the 
USOE Division of Eligibility and 'Ageixcy Evaluation by January 
31st of the year in which it will be receiving funds. 
Requirements for eligibility include national accreditation by 
the relevant USOE* recognised accrediting body, course entrance^ 
requirements of a high school diploma or recognized equivalency, 
the completion of OE Form 1059 and the signing of HEW Form 441, 
civil rights compliance. 

T 

2. For the Student ; The student applies directly^ through the 

institution tot such funds. Analysis of the student's financ^tal 
need and the submission of various other forms are required. 

Award Disbursement : Federal fegulktions require that students must 
be paid at least monthly. However, most institutions find that 
biweekly disbursements are preferable in meeting students' needs. It 
is not acb^ptable to directly credit any of the Federal portion of 
the paycheck to a student ^s tuition at:count. Rather, if the student 
has outstanding institutional charges, the institution must ask the 
student to endorse all or a portion of the check. 

The final concern is to assure that a student does not exceed his 
earnings. Cumulative ledger cards are used for this purpose, and a 
letter must be mailed to the student and supervisor when a student 
approaches his CWS award. Regardless of whether the agency or the 
school is officially the employer , the school retains the 
responsibility for seeing that meaningful work is being performed. 
Occasional visits to the job site will provide documentation of this. 
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Job^ Location and Development: Program ! The Higher Education ' 
Amendments of 1976 provided for a special program by which the 
institution could use a portion of its Work^Study authorization to 
help find part-time jobs for its students. The use of the funds are 
not to be limited to finding eligible Work-Study positions ^ but 
rather can be used as well for locating jobs i,n the private sector 
for needy or nonneedy students • 

Summer College Work-Study ! If the institution Is a 2-year program 
with a summer break, students may be employed during that vacation as 
long as they have filed a statement saying they intend to reenroll in 
the fall. If, at any time after signing such a statement, evidence 
is found that a student does not intend to. reenroll, he/she must be 
terminated from his job immediately. 

Students working during a summer period i-n which the^are not 
enrolled >must save the majority of their eaming^for the next 
academic year. Current regulations require that after required taxe*s 

,are deducted, a student's additional expenses may not exceed $300 or 
20 percent 'of gross wages, whichever is less. Rare, wei;-documented 

'exceptions cart be made -to increase these "costs*' incident to 
employment to $600 or 40 percent of gross wages, whichever is less, 

Reporting Requirements ; In addition to the annual application for 
funds (the Ttipart), the institution must file a final fiscal report 
on program activities. This report is normally due August 15th for 
the year ending June 30th. * 

Transfer Between SEOG 'and CWS ; An institution is permitted to 

transfer up to 10 percent of its highest allocation between these two 
programs. * ^ 

d. National Direct Student Loan 

The National' Direct Stu4ent Loan program (NDSL) (previously known as 
the National Defense Student Loan program) was established under Title II 
of the National Defense Education Act CNDEA) of 1958 (P.L. 85-864)', as 
amended. The Education Amendments of 1972 (P.L, 92-328) transferred the 
program from the NDEA' to Part E of Title IV of the Higher Education Act 
of 1965. The purpose of NDSL is to provide a loan fund at institutions 
of higher education for the purpose of making long-term, low-interest*^ 
loans to qualified students in need of financial assistance. .To be 
eligible, the student must pursue study on at least a half-time basis. 



B-l 3 

325 



\ 



Ninety percent of new capital- is provided by the Federal government 
with the remaining 10 percent" being contribuWd py the institution. As . 
with the other Tripart programs, the full administration of the pro^gram, 
including loan* collection, -is the responsibility of the institution. 

An important element of the NDSL program is its revolving nature. 
That IS, as students repay loan oblig^tiorlns , these funds are redeposited 
im the account for use by. future enrol lees. The revolving nature of the 
fund also makes it passible for the institution to carry over funds 
across fiscal years as long as the Federal funds are drawn do^m and 
matched prior to June 30^ of the year in which they are authorized* 

Type of Aid : Long-term^ low-interest loans are repaid at not less 
than $30 per month, beginning nine months after graduation or 
termination of at least half time study. Annual interest is three 
percent of the unpaid balance once' payment begins, ^ 

Minimum and Maximum ; There is no minimum loan. The maximum total 
loan for students who have n^ yet completed two academic years of 
pospsecondary education is $2,500. 4 

Institutional Eligibility : ^ In order to participate in the NDSL ^ 
program, an institution must be certified as eligible by the Division 
of Eligibility and Agency Evaluation of the U.S. Office o^f Education. 

Program Eligibility : Within the school ^s course offerings, certain 
programs may be designated as eligible, whereas others may be 
declared ineligible. To be »Qn eligible program' under NDSL, a course 
must be 6 months and 600 clock hours itt length and- must, if a 
proprietary school, admit as^egular students only persons with a 
* high school diploma or recog^zed equivalency or, if a public or 

other nonprofit school^ admit only students beyond the compulsory age 
of school attendance who can benefit froifi a postsecondary program. 

Student Eligibility : Lastly, student eligibil^ity must be 
determined. In order 'to receive an NDSL, a student must: . 

1. be a U.S. citizen, a resident of the Trust "T^erritories of the 
Pacific, or in the United States fpr other than temporary 
purposes, as evidenced by an 1-151 visa (permanent or resident 
alien card) . ^ 

2. '••be enrolled at least half time (12 hours per week). A clock 
. hour is defined as V^^-- to 60~minute class, lecture, 

recitation, faculty-supervised laboratory, shop training or 
internship . 
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be making satisfactory progress 'toward a degree or certificate 
and-fee in goo.d standing according to* iilstitutional standards. 



4. not be" in default on ' a loan* received (GSL or FISL) for 
attendance at that institution and not owe a refund on a Federal 
grant received at that school. 

5. have financial need as determihed by a recognized need analysis 
system, 

6* indicate a villingness to repay the loan. Regulatory J^ai^uage 
now prohil^ts' the making of a loan to any student who> indi^te^ 
an unwillingness to repay. Delinquency on a "prior loan, pr a 
past history of poor debt pajnnent*, may be taken as evidence of 
unwillingness to repay. 

Method, of Application 

!• For the Institution ; The institution applies 'for these funds 
■ annually, for all of its eligible students by means of the 
Tripart Application. The Tripart is normally due in mid-Octol?er 
— for funds beginning in j^tiiry of the following year^ } 

In order to receive funds ^ .an institution must be declared 
eligible by the USOE Division of "Eligibility and Agency 
Evaluation by January 3l3t of the year in which it will be 
receiving funds. Requirements for eligibility include national 
accreditation by the relevant USOE recognized accrediting body, 
course entrance requirements of a high school diploma^ or 
recognized equivalent, course length of at least 6 ninths and 
600 clock hours, .completion of OE Form 1059, and the signing of 
HEW Form 441, civil rights compliance: In'^ditiop, (1) the 
institution must match Federally received fun^s with a 
contribution equal td at least one^ninth of '~ the Federal dollars; 
(2) the institution is responsible for collection of the loans; 
and (3) collected dollars are reloaned to other students 
(without the requirement of additidhal matching). 

2. For the Student : The student applies directly th.fough the 
institution for such funds. An analysis of the student^s 
financial need, a promissory note as evidence of the 
indebtedness, and^he . subipissipn of various other forms are 
required, . 

NDSL Billing and Collection : Unlike other forms of student 
assistance, the administration of NDSL i§ f ar ^ji^om completed when the 
money is disbursed to the student, 'In fact, the ins titutioT\^ s 
responsibilities have just begun at that juncture. Natic^na"^ Direct 
Student Loans are made without security, to students who are 
generally unemploye'd, without assets, extremely mobile, arid usually 



without tested credit rating. Thus, if the collection program is 
to be successful, institutions must often put forth efforts greater 
than those utilized in the collection of conventional loans, -Good 
collection practice begins at the time the loan is made. It is' now 
required by regulation that in addition to the **exit iaterview^^ 
necessary before a student leaves school, an entrance or initial 
interview must be held. This session, conducted by\he fin/ncial aid 
officer at the time the first payment of the loan is disbursed, 
^puld at a minimum: 

* ... 
!♦ Enable the institution to gather vital information about the 
borrower. It has been found that if personal data such as 
credit card 'r\umbers , names of relatives, ^driver's license 
nuinber, etc., are collected at this point in the aid process, 
the student will tend to give more accurate jinformat ion than if 
asked^ for the saj^inf ormat ion at graduation when the purpose of 
such data collection is more evident, 

2. Impress upon the student that this portion of his/her aid is a 

lean and must be repaid, ^' . . * 



3. Allow the borrower to raise questions about procedures and terms 
o^the NDSL. Care should be taken to inform the student both of 
his/her obligation and his/her privileges. 



An exit interview must be 'conducted for each borrower before leaving 
school. By regulation, the institution must employ all means at its 
disposal to assure the stu'dent^s 'attendance at such interviews. Like 
the entrance interview, the -exit interview is both a give and take . 
procedure. In^(^ppiation on the program will be provided by the aid 
officer, whereas t^e student will provide information useful should 
his account become delinquents Topics to be reviewed ' include: 

1.^ . the grace period 

2» terms of^ayTiient-*repa3niient schedule 

3, billing procedures (will it be v£rom the institution or from a 
contracted billing service?) 

4, interest, late charges 

5, cancellation and deferment procedures 
'6. acceleration without penalty provision 
7. notification of address change 

A written record of the ^xit Intervi/^ and a signed repayment ^ 
schedule must be retained for progmm documentation purposes. 
At the school's discretion these interviews be conducted 

on an individual or group basis. ■' *. 
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